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December 4, 2007

The Honorable Linda Lingle
Governor, State of Hawaii
Executive Chambers

State Capitol, Fifth Floor
Honolulu, HI 96813

Dear Governor Lingle:

I am pleased to present you with this summary of the major accomplishments of the Department of Taxation for
the fiscal year ending June 30, 2007.

The success of the project to administer the county surcharge on the State's general excise tax on behalf of the City
and County of Honolulu was due to an extraordinary effort by the entire Department. The Department conducted
extensive outreach activities to gather input and inform and educate the public about the new tax. We appreciate
the support provided by the Lingle-Aiona Administration and the Legislature to carry out our new responsibility.

I would also like to specifically mention the significant improvements in customer services, particularly in the
telephone call answer rate during the January through June filing season, increases in the number of audits
completed and dollars assessed by both office and field auditors, and continued increases in the amount of
delinquent taxes collected.

A total of $5.3 billion was collected in fiscal year 2007. Although not a State tax realization, the $53.8 million of
county surcharge tax collected on behalf of the City and County of Honolulu is included in the collection totals.
Out of the total tax collected, $4.6 billion (or 86.3%) was deposited into the State General Fund.

The Department also provided technical and administrative support to the 2005-2007 Tax Review Commission,
and conducted a number of studies for the Commission. The 2005-2007 Tax Review Commission completed its
report on December 1, 2006, and dissolved upon adjournment sine die of the 2007 legislative session.

In closing, I acknowledge the diligent work of the Department's employees and managers during the past fiscal
year. With the forecasted slowing of the growth rate of the State's economy, we understand that the task of
collecting the tax revenue that sustains State government operations will be more challenging. We will nonetheless
strive to continue providing the highest possible level of service to the public.

Respectfully/submitted, r

KURT KAWAFUCHI
Director of Taxation
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THE YEAR IN REVIEW

TAX SERVICESAND PROCESSING DIVISION

The Tax Services and Processing (TSP) Division consists of three branches: 1) Document
Processing, 2) Taxpayer Services, and 3) Revenue Accounting. Each branch's objectives are
unique to its specific functions, with an overall division objective to perform all functions
relating to the centralized processing, editing, and controlling of tax information through paper
documents or electronic data; receiving, securing, depositing, and accounting for tax payments;
and functions relating to account management, licensing, and providing taxpayer services to the
public.

Using process change, technology, and our strategic vision, the TSP Division continues to
improve upon the Department's Integrated Tax Information Management System (ITIMS)
technology platform, especially in terms of our very successful ITIMS Imaging System (11S). As
tax returns are received and sorted, an increasing number of selected returns and payments were
made available in fiscal year (FY) 2007 to be scanned into digital images and stored in a
repository as they are processed. These on-line images of tax returns and payments are quickly
retrieved by users directly from the tax account, greatly enhancing the Department's ability to
resolve taxpayer issues quickly across all island officesin Hawaii with the click of a button.

In FY 2007, over 3.2 million selected returns and payments were processed through the 11S, of
which 39% represented prior year returns that were made available to be instantaneously
retrieved as digital images. IS continues to assist customer service staff through on-line image
retrieval and has substantially improved the processing of returns and payments. Through the IS
state-of-the-art scanning and character recognition technology, the Department continues to
reduce the time required in data entry. In FY 2007, the 11S processing of returns and payments
represented 58% of the total volume, a significant increase of 50 percentage points over the 8%
in FY 2006. As additiona forms are migrated from the current key-from-paper technology, the
Department will continue to reduce the turnaround times for the posting of paper returns and
processing of refunds.

A new telephone system was implemented in FY 2007, which provides taxpayers with
information as to their position number in the holding queue and the expected waiting time in
terms of minutes. Music is now played in the holding queue while a taxpayer is waiting to be
serviced, and the Department now has the ability to queue calls to a customer representative that
is specialized in a particular area along with many more features. An automated feature has aso
been added that allows taxpayers to check on the status of general excise tax payments and
refunds.

Beginning December 1, 2006, Act 131, Session Laws of Hawaii (SLH) 2005, required all
retailers of tobacco products to obtain a permit for each business location before March 1, 2007.
Notices were mailed to all 2,031 identified retailers of tobacco products during the first week of
September 2006. As of June 30, 2007, 850 applications were received for 1,403 business
locations and 100% of the permits (1,403) were timely issued.



Document Processing Branch

The major objective of the Document Processing (DP) Branch is to process all tax returns and
documents in an orderly and controlled manner; receive, secure, deposit, and account for tax
payments; and store, file, and retrieve such documents.

For FY 2007, the DP Branch processed 3,462,860 returns and payments, of which 634,670
(19%) were electronicaly transmitted. The DP Branch processed approximately 1.41 million
payments during the year with the Electronic Funds Transfer (EFT) program collecting payments
of over $2.61 billion dollars.

The Joint Electronic Filing Program (JELF) with the Internal Revenue Service (IRS) is in its
seventh year. The JELF program alows certain taxpayers who file the N-11 or N-15 individual
income tax return formsto file their Hawaii returns electronically. We increased our participation
from 190,305 returns filed electronically last year to 234,735 returns filed electronically this
year, representing a 23.3% increase.

Taxpayers may aso file their returns through the Department's website. Taxpayers filed 138,785
returns on our website during FY 2007. Electronically filed returns alow data to flow into
internal systems with a minimal amount of manual contact, which enhances operational
efficiency.

Taxpayer Services Branch

The major objectives of the Taxpayer Services (TPS) Branch are three-fold: 1)to provide
efficient customer assistance and information on all taxes administered by the Department
(Customer Inquiry); 2)to perform computer-based error correction activities to alow for
expedient processing, posting or updating of tax returns, payments, and other documents
(Account Management); and 3) to process, issue, and update al licenses and permits issued by
the Department in atimely and efficient manner (Licensing).

Customer Inguiry: 2007 Tax Season Telephone Call Statistics

During the January through June 2007 income tax filing season, the total number of calls
received was 181,663, of which 47,756 calls (26%) were handled by the Interactive Voice
Response (1VR) automated system and 114,820 calls (63%) were handled by tax representatives.
Asaresult, the overall call answer rate for the 2007 tax season was 90%, which was significantly
higher than the 50% call answer rate for the same period in 2006 and which dramatically
exceeded the 32% call answer rate for the same period in 2005.

The primary reasons for the extreme variance in the call answer rate during the 2005, 2006, and
2007 tax seasons are directly related to: 1) the implementation of the second major ITIMS
component (business taxes) in late 2004, which affected the 2005 tax season; 2) the



implementation of [IS in late 2005, which affected the 2006 tax season; and 3) the
implementation of the new county surcharge tax in January 2007.

These major system implementations and tax law changes had a significant impact on the call
volume as various informational |etters were mailed out to the taxpayers and major modifications
were made to key tax forms.

However, with the additional temporary staffing hired to assist with phone calls, extended
telephone hours provided to the public, heavier usage of the automated income tax refund status
telephone option, and the addition of a new general excise tax return and payment status option
to the telephone system, the overal call answer rate went from 32% in 2005, to 50% in 2006, to
90% in 2007. The significant decrease in the total calls received for the 2007 tax season, as
compared to the prior two years, is directly attributable to the decrease in repeat callers as
temporary staffing was increased and any wait time in the holding queue reduced to a minimum,
aswell as the more customer-friendly new telephone system.

Y ear* Total Calls Received Total Calls Answered Overdl Cal Answer Rate
2007 181,663 162,576 90%
2006 299,582 148,981 50%
2005 346,972 111,846 32%

* Represents the six-month tax season period of January through June for each of the years shown.

Account Management: Error Correction Statistics

For FY 2007, the Account Management Section corrected and posted to the Integrated Tax
Processing System (ITPS) nearly 200,000 returns, payments, and other tax forms that were
"worklisted" or removed from the processing cycle due to critical errors. For FY 2006, over
150,000 returns and payments were corrected and posted by this work unit resulting in a
productivity increase of 33%. With the implementation of the new imaging system this fiscal
year, the Account Management team was able to post returns quicker because analysis could be
done online instead of waiting for hard copies of the returns to be manually retrieved by the File
M aintenance Section.

Licensing: Statistics on Processing Business License Applications/Cancellations

For the fisca year ending June 30, 2007, the Licensing Section processed over 32,000
registrations for general excise tax licenses, more than 17,000 cancellations, and renewals of 52
liquor permits, 144 fuel permits, and 70 tobacco permits. Additionally, this section very
successfully implemented the retail tobacco permitting process in late 2006, which included their
active participation in informational briefings, the development of the identified tobacco retailers
database in cooperation with the Department of the Attorney General and the Department of
Health, the mailing of notification letters with the applications, the processing of applications,
and the issuance of 1,403 permits.



Expedited registration with multiple venues also continues to be a priority for the Section, which
includes but is not limited to:

e Enhancing the Hawaii Business Express on-line application process to alow a direct feed
of data and fees into the computer system, thus eliminating daily manual downloads of
paper documents and data (development occurred in FY 2006 with implementation in
FY 2007).

e Extending Licensing services to include applications received at the Maui Business
Action Center in early 2007.

Revenue Accounting Branch

The maor objective of the Revenue Accounting (RA) Branch is the maintenance of revenue
control and subsidiary ledgers. This requires control and responsibility for all adjustments, error
resolutions, accounting, and reconciliation functions of all tax revenues statewide. This objective
also includes the preparation of the Preliminary Report, Statement of Tax Operations (STO), and
related reports. Secondary functions of this branch include statewide processing and manual
accounting activities of all miscellaneous taxes except the estate and transfer tax; control and
accounting for all tax refunds, statewide, that are created by either overpayment or adjustment;
maintaining the manual accounting system for statewide protested payments and tax appeals; and
handling all refund exception activities, statewide (e.g., returned checks, tracers, forgeries, etc.).

Each month, the RA Branch prepares the Preliminary Report, which is a monthly statewide
summary of al the revenues received by the Department net of tax refunds. The Preliminary
Report must be prepared by the 5" working day of each month. The RA Branch also prepares the
STO, which isaformal and detailed statewide report based on the Preliminary Report. The STO
must be prepared by the 10" working day of each month. The RA Branch has met these urgent
goals each month.

COMPLIANCE DIVISION

The objective of the Compliance Division is to maximize taxpayer compliance with Hawaii's tax
laws in a consistent, uniform, and fair manner. The Compliance Division is composed of the
Oahu Office Audit Branch, Oahu Field Audit Branch, Oahu Collections Branch, and the Maui,
Hawaii, and Kauai District Tax Offices. There are three programs established in the Division to
meet the objectives of our voluntary compliance, self-assessment system. These three programs
are: auditing/examination, collection, and taxpayer services (information dissemination).

Auditing/Examination

To support the voluntary compliance, self-assessment system of taxation, both the Office Audit
and the Field Audit units performed the following examinations and audits during the fiscal year.



Office Audit Field Audit

Number Number

of Audits Dollars of Audits Dollars

Completed Assessed Completed Assessed
Oahu 7,592 $ 21,608,533 218 $ 120,827,178
Maui 2,038 6,759,494 28 2,216,689
Hawaii 1,292 1,624,580 39 1,785,254
Kauai 1,525 3,397,694 33 895,853
Total FY 2007 12,447 $ 33,390,301 318 $ 125,724,974
Total FY 2006 9,977 28,632,627 291 75,164,257
Difference 2,470 $ 4,757,674 27 $ 50,560,717

Both the Office Audit and Field Audit units reflected increases in the number of audit cases
closed as well as in the dollars assessed. The Office Audit units exceptional 24.8% increase in
the number of assessments is due to the current selection of cases in such areas of
non-compliance as refundable income tax credits, the withholding of State income tax on the sale
of Hawaii real property by nonresident persons (HARPTA), selected professions, and others. The
Field Audit units were able to increase the number of audits closed by 9.3% despite the loss of
staff and the training of new staff.

The Office Audit and Field Audit units also increased the amount they collected upon the closing
of their audits, and prior to any billing notices being sent, from $32.9 million in FY 2006 to
$36.7 millionin FY 2007.

Crimina Tax Unit

The Criminal Tax unit increased its activities during the fiscal year and was able to obtain
indictments and complaints against 43 taxpayers. These activities resulted in $235,000 in judicial
fines and $2.5 million in tax assessments. In addition, $2.0 million in taxes, penalties, interest
charges, and fines were collected.

Specia Projects

The Oahu Field Audit Branch conducted the following special projects during the fiscal year:

e Federal Contractors Project: This project, which targets unlicensed contractors working
on federa installations, was started in 1996 and is an ongoing activity. This fiscal year,
17 audits were completed and resulted in $20.4 million in assessments.

e Mainland Audit Project: During thisfiscal year, 5 casesinvolving large taxpayers located
in the continental U.S. were completed and resulted in $0.3 million in assessments.

o Referral Cases from Criminal Investigation Unit: During this fiscal year, 64 cases that
were originaly considered for possible criminal prosecution or that arose pursuant to a
criminal investigation were completed and resulted in $1.2 million in assessments.




e Research Tax Credit: During this fiscal year, 2 cases involving taxpayer clams for the
tax credit for research activities were completed and resulted in $1.0 million in
assessments.

Delinquent Tax Collections

The operations of the Compliance Division's Tax Enforcement Program, which consists of the
Oahu Collections Branch and the Collections Sections in the Maui, Hawaii, and Kauai District
Tax Offices, resulted in several positive increases in key performance measurements. The most
notable increase was in the amount of delinquent tax cash collections, which rose by $20.7
million from $182.2 million in FY 2006 to $202.9 million in FY 2007, an 11.4% increase.

A table of major performance measures for FY 2007 is presented below:

Difference
Measure FY 2007 FY 2006 Amount %
Total Delinquent Tax Balance ($ Millions) $ 3438 $ 3197 $ 24.1 7.5
Total New Delinquent Referrals ($Millions) $ 3819 $ 2438 $ 1381 56.6
Total Cash Collected ($ Millions)* $ 2029 $ 1822 $ 207 114
Uncollectible Tax Write-Offs ($ Millions) $ 168 $ 84 $ 8.4  100.0
Payment Plans Initiated 17,875 14,438 3,437 23.8
Tax LiensFiled 5,899 5,744 155 2.7
Levies Served 4,675 3,025 1,650 54.5

* The Total Cash Collected for FY 2006 was revised.

Taxpayer Assistance Provided

During FY 2007, the neighbor island district office personnel assisted taxpayers properly file
numerous tax returns and other documents over the telephone, at the service counter, and via
correspondence. The Oahu Office Audit, Field Audit, and Collection units also provided support
services to the neighbor island district tax offices and the Oahu TPS Branch when requested.



The following summarizes the taxpayer assistance activities of the Maui, Hawaii, and Kauai
District Tax Offices:

Difference
FY 2007 FY 2006 Amount %
Counter 75,313 69,882 5,431 7.8
Phone Services 54,061 58,340 (4,279) (7.3)
Tax Clearances 3,336 5,524 (2,188) (39.6)
Correspondence 8,329 16,903 (8,574) (50.7)

The reduction in telephone services, tax clearances, and correspondence is due to the
centralization of these processes within the Oahu TSP Division and increased efficiencies in
processing resulting from the scanning of returns and improvements to electronic filling and mail
processing.

The assistance provided to taxpayers is part of the Compliance Division's continuing emphasis
on taxpayer education and problem resolution in al its contacts with taxpayers. The Compliance
Divison continues to believe in the importance of maintaining taxpayers willingness to
accurately and voluntarily comply with the State tax laws. This "taxpayer enabling and
empowering activity" will continue to be emphasized.

STAFF OFFICES

Administrative Services Office

Fiscal Office

The Administrative Services Office submitted the biennium budget for FY s 2008 and 2009 to the
2007 Legidature. For FYs 2008 and 2009, $25.8 million and $25.5 million, respectively, was
appropriated to the Department.

In discharging its duties and responsibilities, the Department of Taxation incurred operating
expenses of $27.2 million for FY 2007.

Personnel Management

For FY 2007, the Department was authorized 372.5 positions, up from 366.5 positions the
previous year. Employees were geographically distributed as follows. Oahu, 305.5; Hawaii, 27;
Maui/Molokai, 24; and Kauai, 16.

Personnel actions included 24 new civil service hires, 9 retirements, 304 temporary hires, 19
promotions, 9 transfers, and 16 resignations. Other personnel actions included temporary
assignments of employees to higher levels.



STAFFING PATTERN
(Number of Authorized Permanent Positions)

By Organization/Operating Program 2007 2006 2005

Headquarters Administration 67.0 67.0 57.0

Tax Services and Processing Division 110.0 110.0 88.5

Compliance Division 195.5 189.5 186.5

TOTAL 3725 366.5 332.0
Rules Office

The Rules Officeis currently comprised of the Rules staff and the Technical Section.
Rules Staff

The Rules staff serves as the Department's advisory arm to the Director of Taxation on tax policy
and counsels the Director's Office and Department on legal and tax issues. In addition to
drafting, analyzing, and researching Hawalii tax proposals, the Rules staff develops Hawaii tax
policy through drafting administrative rules.

For the 2007 legidlative session, the Rules staff drafted and submitted 13
administration-sponsored bills. Prior to the start of the legislative session, the Rules staff also
reviewed and commented on proposed tax legislation submitted by other executive departments.

After reviewing 3,962 bills introduced to the 2007 Legidature, 1,967 House Bills and 1,995
Senate hills, the Rules staff determined that approximately 450 measures proposed tax law
changes and analyzed them in depth. These measures were also tracked throughout the
legidative session. The Rules staff prepared 424 written testimonies for measures scheduled for
public hearings by legislative committees, 214 for the House and 210 for the Senate. Letters to
legidlative committee chairs were also drafted after the public hearings to respond to specific
guestions or to address certain concerns of committee members. In addition, the Rules staff was
asked to submit comments and recommendations to the Governor on 37 hills passed by the
L egislature with possible impact on the Department.

During the fiscal year, the Rules staff prepared letters for the Governor and the Director,
announcements, tax information releases, directives, and other publications.

The Rules staff reviewed and certified 1,594 requests for the High Technology Business
Investment Tax Credit and 872 requests for the Credit for Research Activities in accordance with
Act 215, SLH 2004. The staff also responded to 72 requests for ruling on qualified high
technology business activities.

The Rules staff also testified at legislative committee hearings on behalf of the Director,
reviewed rules of other agencies, provided training for Department employees, and spoke at
several workshops for practitioners.



Technica Section

The Technical Section answers questions raised in telephone calls, e-mails, and letters, and also
develops and revises tax forms and instructions to incorporate annual changes in the Hawalii tax
law and federal tax law. During the past year, the Technical Section reviewed 271 tax forms and
45 instructions; developed 5 new tax forms and two new sets of instructions; and terminated one
form that it determined was obsolete.

The Technical Section is aso responsible for reviewing applications for certain tax exemptions.
Staff members approved 152 applications filed by nonprofit organizations for an exemption from
the general excise tax and 3,685 conveyance tax exemptions.

The Technical Section staff provided training for Department employees and spoke at several
workshops for practitioners and new entrepreneurs. The Technical Section staff also reviews,
researches, analyzes and provides comments and recommendations on the technical and
procedural aspects of the drafts of legidative bills, administrative rules, and Tax Information
Releases.

External Training and Outr each

The External Training and Outreach (ETO) Office is attached to the Director of Taxation and has
four main functions. The primary function of the office is to be an operations-oriented tax
training resource for the Department. A second function is to promote voluntary compliance by
updating and distributing plain-language tax information to the public. A third function is to
support the Department's outreach efforts by coordinating the Department's summer and
year-end workshops. A fourth function is to serve as afocal point to receive media contacts and
help prepare appropriate responses.

The ETO Office continues to promote annual summer and year-end workshops in Honolulu,
Lihue, Kona, Hilo, and Kahului. The summer and year-end workshops generaly have a
combined total of more than 500 attendees, mostly tax practitioners.

The ETO Office assisted the Department with the implementation of the new county surcharge
tax by participating in outreach and informationa briefings to the general public, newspaper
articles, informational videos, and informational flyers to businesses.

The ETO Office also continues to facilitate a dialogue between tax professionals and the
Department via the annual practitioners forum, which was held in May 2007.



I nfor mation Technology Ser vices Office

The Information Technology Services (ITS) Office is responsible for the development,
modification, and maintenance of the Department’s computerized tax systems, network, and
related components.

Several significant technical implementations were necessitated by the new county surcharge on
the State general excise tax, enacted by the City and County of Honolulu pursuant to
Ordinance No. 05-027 in accordance with Act 247, SLH 2005. The Department contracted a
major enhancement to a computer services vendor, CGlI, for the integration of the county
surcharge into ITIMS as an entirely new tax type. To further support the implementation of this
new tax, ITS Office staff developed a new section on the Department’ s website for taxpayers to
easily access administrative rules, announcements, frequently asked questions (FAQs), streaming
videos, and other information about the County Surcharge.

Ongoing ITIMS support includes maintaining the maor software and ITIMS application
systems, providing production maintenance and system enhancements, and implementing
changes due to changes in State tax law. Other major ITIMS-related projects implemented
include the new regression testing process for ITPS that improves the delivery of technical
changes before beginning system testing, and the addition of a new online ICS function that
allows Collection staff to schedule automatic installment plan payments via Electronic Funds
Withdrawal (EFW) at the request of the taxpayer.

There were a number of other projects in support of Department operations. Staff 11S training
was completed, and assistance with the transition of forms to 1S from the Data Entry and
Remittance Processing Systems is continuing. On Oahu, a wireless network was installed in the
TPS customer service area so that additional customer service representatives can provide
counter service from portable workstation kiosks during peak periods. TPS telephone service has
also been enhanced by the addition of the Voice Over Internet Protocol (VOIP) now being used
by the new telephone system, the installation of redundancy for both the VOIP and IVR systems,
and the enabling of the function allowing taxpayers to obtain automated general excise tax
payment and refund status information viathe IVR system.

In addition, the ITS Office implemented a new process for downloading data from the IRS,
provided special support for the retrieval of data for key audits relating to direct deposit fraud,
non-employee compensation fraud, non-filers, and suspicious filers, and drafted a proposal to
provide a system backup for the Department's processing applications.

Significant hardware acquisition and upgrading continued with the instalation of a tape
duplicator to provide off-site backup as well as a high capacity test server for testing the complex
software suite used by the Department's large applications. New application servers, network
printers, and personal computers were also acquired to replace old and outdated equipment.

Significant system software upgrades were also made. These included an upgrade to Novell
ZENworks to improve the system administrators ability to simultaneously "push” new and

10



updated software to all departmental computers, and an upgrade to Novell Client to correct
security issues and implement network improvements.

Future planned initiatives include installing hardware to improve the performance of ITIMS

client and application servers, upgrading the ITIMS application system software suite version
levels, and adding new functionality to ICS to support audit and collection activities.

Tax Resear ch and Planning Office

The Tax Research and Planning (TRP) Office prepares analytical and statistical reports on
statewide tax collections and income patterns of businesses and households, prepares long-range
and short-range forecasts of various tax revenues for State budget planning purposes, develops
tax plans to meet administrative policies and programs, and prepares analytical reports on the
revenue effects of proposed tax legislation for the governor, legislature, and other agencies.

In FY 2007, the TRP Office published the following annual reports. Hawaii Income Patterns —
Businesses 2002, July 2006; Tax Credits Claimed by Hawaii Taxpayers 2004, January 2007; and
Hawaii Income Patterns — Individuals 2004, March 2007. In addition, the TRP Office assembled
and edited the Department of Taxation's Annual Report 2005-2006, which was released in
December 2006. The TRP Office also prepared and disseminated monthly preliminary General
Fund tax collection reports and monthly final reports on State tax collections and distributions,
revenue trends, general excise and use tax collections, fuel tax collections and allocations, liquor
tax collections, and tobacco tax collections. Summary final reports were also prepared for both
the calendar and fiscal years.

In preparation for and during the 2007 Legidative session, TRP staff reviewed over 600 separate
tax-related |legidlative proposals and prepared revenue impact statements for each new draft or as
new information became available.

One of the major responsibilities of the TRP Office is to provide technical and administrative
support services for the Council on Revenues (COR). The COR is composed of seven uniquely
gualified individuas who are collectively responsible for forecasting State Genera Fund
revenues and the State's total personal income. The COR's General Fund forecasts are required
on June 1, September 10, January 10, and March 15, and are considered by the governor and
legislature in developing, passing, and administering the State's budget. The COR's personal
income forecasts are required on August 5 and November 5; the average annual percentage
change in total personal income for the preceding three calendar years is the State growth rate
that isin turn used to set the State General Fund expenditure ceiling. TRP staff utilize advanced
econometric modeling techniques, State tax data, and other information to prepare materials that
assist the COR members arrive at their forecasts. During this fiscal year, the TRP Office initiated
the posting of the COR's full reports to the Governor and approved meeting minutes on the COR
website.

The TRP Office's commitment of resources to provide technical and administrative support
services to the 2005-2007 Tax Review Commission (TRC) intensified during the first half of the
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fiscal year. As with all past Commissions, the 2005-2007 TRC was required to conduct a
systematic review of the State's tax structure using such standards as equity and efficiency. The
TRC's report on its evaluation of the State's tax structure and its recommendations were
submitted to the Legislature in December 2006. Of the nine studies undertaken by the
Commission, TRP staff conducted six internally. The Report of the 20052007 Tax Review
Commission contained 23 recommendations affecting al Hawaii taxpayers, including
individuals, businesses, nonprofit organizations, and tax professionals. Assistance with TRC
presentations to the Legislature and other matters continued until the current TRC was dissolved
upon adjournment sine die of the 2007 legislative session.

Taxpayer Advocacy Program

The Taxpayer Advocacy Program is administered by the Department's Taxpayer Advocate under
the direction of the Director of Taxation. The Taxpayer Advocate assists taxpayers who are not
able to resolve their problems through the normal channels. This position is a one-person
operation whose main focus is on the needs of the taxpayer on a case-by-case basis.

During FY 2007, the Taxpayer Advocacy Program assisted 321 taxpayers with the resolution of
their tax matters. Problems can consist of erroneous hillings, non-receipt of refunds, waiver
requests for penalty and interest, verifications of tax liabilities, explanations of letters and
assessments, non-filed returns, collection issues, delays in responses to inquiries, inability to
access the information/communication telephone lines, appeals, and general tax information.
Additional cases did not require intervention by the Taxpayer Advocate, but guidance to the
appropriate management personnel.

The Taxpayer Advocacy Program also coordinates the Department's joint outreach venture that
provides tax services to communities that do not normally have access to these services. A
variety of tax services are provided, such as the acceptance of general excise tax license
applications, assessment notice explanations, payment plan arrangements, voluntary compliance,
penalty and interest waivers, individual income tax and general excise tax return preparation, and
assistance with general tax questions.

During the 2007 tax season, the Department partnered with the AARP through their Tax Aide
Program to bring tax assistance to the island of Molokai and the Waianae community on Oahu.
Under the AARP program, volunteer counselors are trained and IRS-certified to assist the
elderly, low-income, limited-English speaking, and/or disabled taxpayers in the preparation of
their federal and State income tax returns. The joint outreach assisted approximately 67
taxpayers on Molokai and 79 taxpayers in Waianae. At each outreach event, the Taxpayer
Advocate was on hand to assist taxpayers with their questions and with the resolution of their tax
concerns.

In general, the mgjority of the taxpayers were satisfied with the outcome of their cases regardless
of whether a decision was made in their favor. The Taxpayer Advocacy Program focuses on
taxpayers needs while maintaining taxpayer confidence that Hawaii's tax laws are administered
in a consistent, uniform and fair manner.
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MANAGEMENT PERSONNEL
(FY 2006-2007)

OFFICE OF THE DIRECTOR
(DT ¢= ot (o] glo] B = ¢ 1 o o S Kurt Kawafuchi
Deputy Director Of TaXation...........coveceiieieeieceese et Sandra Y ahiro
STAFF OFFICES
RUIES OFfICEN ...ttt et s sneeaesneenneas Johnnel Nakamura
Technical SECtiON SUPEIVISON ......cc.vcuiieeciecie et ens Denise Inouye
Tax Research & Planning OffiCer ........coeiiiieiierere s Tu Duc Pham
ECONOMISE ...t sttt sresne e Y vonne Chow
Information Technology ServiceS OFffiCEr ...t Robert Su*
Administrative ServiCeS OFfICEN ......cviiiiiiie e Suzanne Efhan
PErSONNEL OFfICEN ....ctiiieciee e e eas Sharon Iwamura
IR d 07z VL= N0 V0o | = Fern Elizares
External Training & OULreaCh OffICEN .........ooiiiiiriieieee e Vacant
OPERATIONS STAFF
Compliance DiviSion Chi€f...........cccociiieii e Ronald Randall
Tax Audit Technical COOrdiNGLON..........cccveiereerireieseeseeee e see e e enee s Vacant
Tax Collection Technical Coordinator ............cccvvveeieeieeiee e Wayne Kinoshita
Oahu Field Audit Branch Chi€f...........coooiiiiiieee e Gayle Nakagawa*
Oahu Office Audit BranCh Chi€f..........cccovrieiiiinise s Kenneth Cook
Oahu Collection BranCh Chi€f ............coooiiiiiiee e Lynne Kaneta
Maui DIStriCt TaX MaNAQEN ......cccceieeiieiiecieeeeseeste et ee e sre e e sre e re e e sneenens Wayne Fujita
Hawaii DiStrict Tax Manager ........ccccvevererieieiesieseesie et Roy Hamakawa
Kaual DIstrict Tax ManNaQEY ........ccoeeueieeiieeiieceesie et eee e sre e sae e e ene s Dulcie Yano
Tax Services and Processing DiviSion Chi€f ..........cocooiiiinininieeeee e, Joan Bolte
Taxpayer Services Branch Chi€f ...........coovoieiieiiiiccce e Annette Y amanuha
Document Processing Branch Chi€f ... Jerry Ebesu
Revenue Accounting Branch Chi€f ... Deanne Obatake

*Filled as of October 31, 2007.
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EXTERNAL TRAINING
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FIRST TAXATION DISTRICT
Island of Oahu

Oahu Office
830 Punchbow! Street
Honolulu, Hawaii 96813

SECOND TAXATION DISTRICT

Islands of Maui, Molokai, and Lanai

Kaunakakai
MOL OKAI '

LANAI

Maui Office
54 South High Street
Wailuku, Hawaii 96793

Molokai Office

35 AlaMalama Street #101
Kaunakakai, Hawaii 96748 KAHOOLAWE
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THIRD TAXATION DISTRICT

Island of Hawaii

Hilo Office
75 Aupuni Street
Hilo, Hawaii 96720

Kona Office
82-6130 Mamalahoa Highway #8
Captain Cook, Hawaii 96704

FOURTH TAXATION DISTRICT

Islands of Kauai and Niihau

Kauai Office
3060 Eiwa Street #105
Lihue, Hawaii 96766

NITHAU
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TAX APPEALSAND LITIGATION

BOARDSOF TAXATION REVIEW

Each taxation district has an administrative (i.e., non-judicial) Board of Taxation Review
consisting of five members. Tax disputes that are not resolved at the district tax office level may
be appeal ed to the Board of Taxation Review unless the dispute involves the Constitution or laws
of the United States. Statewide, the boards began the fiscal year with 86 pending tax appeals.
During FY 2007, 39 new appeals were filed, 32 appeals withdrawn, and 15 appeals settled; a
total of 78 appeals to the Boards of Taxation Review were pending at the end of the fiscal year.

The following table details appeal s to the Boards of Taxation Review by taxation district:

Oahu Oahu

Field Office

Audit Audit Mauli Hawai  Kauai Total
Appeals Pending (Beginning) 61 13 0 9 3 86
New Appeals 32 0 5 0 2 39
Appeals Withdrawn 30 0 2 0 0 32
Appeals Settled I _6 _2 _0 _0 15
Appeals Pending (Ending) 56 7 1 9 5 78

CIVIL DECISIONS, SETTLEMENTS, AND OTHER LEGAL MATTERS

During FY 2007, the Tax Division of the Department of the Attorney General closed 314
Department of Taxation-related legal matters, not including legislative matters, which have not
yet been closed in the case management system by the Department of the Attorney Genera's
Legidative Division, and all charitable oversight and charitable solicitation-related matters the
Tax Division routinely handles.

MATTERS CLOSED AMOUNTS COLLECTED
APPEAIS ..o 4 Tax Appeals $1,571,973
BankruptCies.........ccccoevveverenenee. 215 Foreclosures 38,21¢
FOreclosures........ccccovvevereenieennnne 30 Bankruptcies 1,319,054
SUDPOENES.......cceeveeieeee e eie e 18 Trusts C
OpINIONS......coeiirieieeee e 20 Miscellaneous 103,412
CONLIaCtS......covveveereriee e 3 TOTAL $3,032,658
Legidlation ......cccoveeveiienenieneees 0
Miscellaneous.........ccoceevrererenens 24
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Settled Cases

In the Matter of the Tax Appeal of the Director of Taxation v. ATM Cash Systems, LLC, T.A.
No. 06-0029, Tax Appeal Court, State of Hawaii.
Taxpayer paid franchise taxes on the income from an automated teller machine provider
service. The Department asserted Taxpayer should have paid general excise taxes and
made assessments on the difference. This case has been settled and the tax appeal has
been dismissed.

In the Matter of the Tax Appea of Pacific Marine & Supply Co., Ltd., and Subsidiaries, T.A.
No. 06-0089, Tax Appea Court, State of Hawaii.
Taxpayer filed a refund claim for research credits under §235-110.91, HRS. The
Department asserted the Taxpayer claimed the credit for inappropriate cost items and
disallowed the bulk of the refund claim. The parties settled this dispute through mediation
conducted by former Judge Gail Nakatani and the tax appeal has been dismissed.

In the Matter of the Tax Appea of Parsons-UXB Joint Venture, T.A. No. 00-0055, Tax Apped
Court, State of Hawaii.
The Department assessed Taxpayer additional general excise taxes asserting Taxpayer
improperly claimed the subcontractor deduction for services other than contracting. This
case has been settled and the tax appeal has been dismissed.

In the Matter of the Tax Appeal of Pitney Bowes, Inc., T.A. No. 03-0182, Tax Appeal Court,
State of Hawaii.
The Department assessed Taxpayer additional general excise taxes based on the
difference in income reported on its net income and general excise tax returns. The
Department has settled this case. The parties have filed a stipulation to dismiss.

Completed Cases

In the Matter of the Tax Appeal of Honolulu Auto, Inc., T.A. No. 06-0069, Tax Appea Court,

State of Hawaii.
Taxpayer appealed corporate income tax assessments for tax years 2001-2003. The basis
of the appeal was left blank in the Notice of Appeal, which was not properly served. The
Department filed a motion to dismiss the appeal on the following bases: (i) lack of
subject matter jurisdiction as the appeal is untimely; and (ii) the Notice of Appeal isvoid
because it was signed and filed by a person who is not licensed to practice law in the
State of Hawaii. The Motion was granted and the appeal was dismissed.
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Pending Appeals

Hawaii Supreme Court

In the Matter of the Tax Appeal of Medical Underwriters, S. Ct. No. 27023, Supreme Court of

the State of Hawaii.
The Department assessed Taxpayer the four percent general excise tax on income for
providing management services to certain insurance companies. Taxpayer argued that it
was exempt from the general excise tax because it was an insurance company. After the
filing of various motions for summary judgment, the Tax Appea Court held that
Taxpayer was not exempt from the general excise tax and the income it received as
commissions or compensation for services rendered as an attorney-in-fact to the
insurance companies was taxable at the 0.15 percent general excise tax rate with taxes
totaling $3,943.95. The Department and Taxpayer appeadled to the Hawaii Supreme
Court.

I ntermediate Court of Appeals

In the Matter of the Tax Appeal of Henry F. Johnson and International Resource Recovery, Inc.,

S. Ct. No. 27738, Intermediate Court of Appeals, State of Hawaii.
After he received an unfavorable ruling from the Board of Review, Taxpayer, a pro se
litigant, did not prepay his net income taxes earned from his S corporation that performed
federal rubbish removal work in Hawaii. The Tax Appea Court dismissed Taxpayer's
case based on Lewis v. Kawafuchi, 108 Haw. 69 (2005). Taxpayer appealed to the
Hawaii Supreme Court, who sent the case to the Intermediate Court of Appeals. The
Intermediate Court of Appeals dismissed the case. Taxpayer has until September 5, 2007,
to fileawrit of certiorari to the Hawaii Supreme Court.

Tax Appeal Court, State of Hawaii

In the Matter of the Tax Appeals of Central Pacific Bank, T.A. Nos. 02-0075, 03-0155, and

05-0041, Tax Appea Court, State of Hawaii.
Taxpayer appealed from assessments of franchise taxes resulting from the disallowance
of a deduction for dividends it received from a wholly owned real estate investment trust
(REIT). Taxpayer claimed that because IRC § 857(c) (which is operative in Hawaii and
denies the deduction for dividends paid by a REIT) refers to IRC § 243 (which is
inoperative), it was entitled to take a deduction for $89 million in dividends it received
from a REIT. The Department won a motion for summary judgment and in January 2007,
the Taxpayer filed a motion for reconsideration that the Tax Appea Court has yet to
respond to.

In the Matter of the Tax Appeal of Kurt Kawafuchi v. Jeanette Cochrane, T.A. No. 06-0078, Tax
Appeal Court, State of Hawaii.
Taxpayer was assessed additional general excise taxes on underreported gross receipts
related to the sale of postage stamps and postal services. The Department’ s assessments
were based on the sale of postal stamps and postal services as business activities subject
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to the general excise tax. Taxpayer appealed the assessment to the Board of Review and
prevailed. The Department appealed the Board of Review’s ruling on July 7, 2006.

In the Matter of the Tax Appea of CompUSA, T.A. No. 05-0065, Tax Appeal Court, State of
Hawaii.
The Department assessed use tax on Taxpayer's business income derived from the
importation of products for resale to the general public for the period July 1, 1999,
through December 31, 2002. Taxpayer claims that the assessments are incorrect pursuant
to Baker and Taylor, 103 Haw. 359 (2004).

Costco Wholesale Corp. vs. Director of Taxation, State of Hawaii, Case No. 06-0001, Tax
Appeal Court, State of Hawalii.
Taxpayer filed a complaint for a refund of tax payments made under protest for the
period from September 1, 1999, though August 31, 2002, inclusive. Taxpayer is
challenging the Department's assessment that reclassified certain wholesale transactions
to retail transactions; thereby imposing the half percent use tax and four percent general
excise tax on the importation and sale of the products to a customer.

Exact Game Fishing, Inc. vs. Department of Taxation, State of Hawaii, Case No. 07-0073, Tax

Appeal Court, State of Hawaii.
Taxpayer filed a complaint for arefund of a tax payment made under protest for tax year
2004 claiming that it is exempt from the general excise tax pursuant to the Supremacy
and Tonnage Clauses of the U.S. Constitution. Taxpayer filed its 2004 general excise tax
return and paid the amount as reported under protest. A motion to dismiss was filed on
the basis that there is no dispute between the Taxpayer and Department. The motion is
scheduled to be heard on August 20, 2007.

Finest Kind, Inc. vs. Department of Taxation, State of Hawaii, Case No. 07-0074, Tax Appeal

Court, State of Hawaii.
Taxpayer filed a complaint for arefund of atax payment made under protest for tax year
2004 claiming that it is exempt from the general excise tax pursuant to the Supremacy
and Tonnage Clauses of the U.S. Constitution. Taxpayer filed its self-assessed general
excise tax return and paid the amount as reported under protest. A motion to dismiss was
filed on the basis that there is no dispute between the Taxpayer and Department. The
motion is scheduled to be heard on August 20, 2007.

In the Matter of the Tax Appea of Gold Key Lease, T.A. No. 06-0027, Tax Appeal Court, State
of Hawaii.
Based on the amounts reported in Taxpayer's income tax returns, the Department
assessed Taxpayer for general excise tax on its motor vehicle leasing business. Taxpayer
claims that the assessments are incorrect because the auditor inappropriately relied on the
amounts reported in itsincome tax returns as opposed to the worksheets it provided to the
auditor.
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In the Matter of the Tax Appeal of Hale Kupuna Heritage Home, LLC, T.A. No. 04-0042, Tax
Appeal Court, State of Hawaii.
The Department assessed Taxpayer for Hale Omao Inc.'s general excise tax liabilities and
Benjamin and Mary Aranio's income tax liabilities pursuant to HRS 8§ 237-43 (2001)
because no bulk sales report was obtained or filed when Taxpayer bought Hale Omao's
84-bed care home business and the Aranios' real property where the care home business
islocated.

In the Matter of the Appeal of ICH Group, LLC, T.A. No. 05-0070, Tax Appea Court, State of

Hawaii.
Taxpayer filed its Notice of Appea challenging general excise, use, and income tax
assessments for tax years 2001-2003, claiming that: (@) the assessments erroneously treat
al amounts deposited into Taxpayer's bank accounts as gross income, athough
substantial amounts were simply transfers from one bank account held by Taxpayer to
another, and thus not includible in gross income; (b) additional amounts were advances
from related entities, or repayments of advances to related entities, and were similarly not
part of grossincome; (c) the assessments wrongly deny tax benefits to which Taxpayer is
entitled as an Enterprise Zone business; and (d) the assessments include use tax for which
Taxpayer is not actually liable. Trial is currently scheduled for April 14, 2008, and
Taxpayer’s counsel has filed a motion to withdraw.

In the Matter of the Appeal of Jarrett Technology Solutions, Inc., T.A. Nos. 05-0076 and

06-0068 (Consolidated), Tax Appea Court, State of Hawaii.
Taxpayer filed two appeals for tax years ending June 30, 2000-2003. Taxpayer claims
that: (a) the assessments erroneously treat sales of tangible goods to the federal
government as taxable transactions, and/or treat sales of goods as if they were sales of
services; (b) the use tax cannot apply to Taxpayer as a seller of goods, where title to the
goods passed before the goods arrived in Hawaii and the federal government was the
owner of the goods at the time they entered Hawaii; (c) any attempt to apply the general
excise tax and use tax to sales at issue of the goods involved violates the Due Process
Clause, Commerce Clause, Equal Protection Clause, and/or other clauses or provisions of
the United States Constitution, and/or other federal law; and (d) the assessments overstate
Taxpayer’s actual tax liability by (i) assuming that sales took place in Hawaii when in
fact they did not; (ii) assuming that all sales were taxable when in fact most sales were
exempt; (iii) wrongly treating wholesale transactions as sales at retail, and by wrongly
denying all exemptions applicable to services; (iv) assuming Taxpayer imported goods
into Hawaii when in fact they did not; (v) basing the use tax assessments on erroneous
numbers and inconsistent methods of computation; and (vi) making assumptions
unfavorable to Taxpayer to meet the deadline for assessment. This is a substantiation
guestion. The assessments were made based on information available at that time. Trial is
currently scheduled for October 20, 2008.

In the Matter of the Tax Appeal of the Director of Taxation, State of Hawaii v. Donald J. Karleen
and Barbara Brown-Karleen, T.A. No. 04-0045, Tax Appeal Court, State of Hawaii.
The Department appealed the Board of Review’'s decision in favor of Taxpayers.
Taxpayers claimed the Residential Construction and Remodeling Tax Credit and the
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General Income Tax Credit for tax year 2001. However, it is unclear when Taxpayers
made the clam. The Department denied the claim on the basis that the clam was
untimely. The Department has no record of receiving the tax return Taxpayers aleged
they submitted until after the deadline for making the claim. Tria is scheduled for
February 11, 2008.

In the Matter of the Tax Appeal of Kulakane Rental, Inc., T.A. No. 07-0077, Tax Appeal Court,
State of Hawaii; and In the Matter of the Tax Appea of Polynesian Shores Rental Association,
T.A. No. 07-0078, Tax Appeal Court, State of Hawaii.
In these two cases, Taxpayers have not served the Director nor have they served the
Department of the Attorney General. This office obtained copies of the Notices of Appeal
from Tax Court, but because of their vagueness, it is unclear what the Taxpayers' claims
are.

Make-up Arts Cosmetics Inc. v. Director of Taxation, State of Hawaii, T.A. No. 03-0259, Tax

Appeal Court, State of Hawalii.
The Department assessed Taxpayer the general excise tax as follows. 0.5 percent for the
wholesale of make-up products sold, four percent on services provided at its countersin
the stores, and 4.5 percent on the import and sale of furniture and fixtures. The case is
currently in discovery to determine the validity of Taxpayer's claims that the assessments
are incorrect for the following reasons: it did not sell nor did it import any products in
Hawaii and that it had sharing agreements with the stores concerning the employees at
the counters. The Court granted partial summary judgment for the taxpayer and the
parties have reached atentative settlement on the remaining issues.

Richard A. Meyer v. Kurt Kawafuchi, T.A. No. 07-0071, Tax Appeal Court, State of Hawalii.
Plaintiff filed a complaint for refund from taxes paid under protest. The amount in
controversy is $4,506.74. Plaintiff believed that his automatic extension to file his 2005
net income tax return and to pay the attendant liabilities was October 2006. However,
Plaintiff did not file a Form N-101B specifying reasonable cause as to why he should be
allowed the additional two months to file his return. The Department assessed Plaintiff
additional taxes and penalties that heis currently disputing. Plaintiff agreed to dismissthe
case by stipulation and to pay al additional taxes. Tria is currently scheduled for
December 31, 2007.

In the Matter of the Appeal of Moana Pa'akai, Inc., T.A. No. 06-0094, Tax Appea Court, State
of Hawaii.
Taxpayer, ak.a. Hawaiian Tug & Barge, filed a notice of appea and complaint appealing
general excise tax assessments for tax years 2001, 2002, 2003, and 2004. Taxpayer
argues that the Department failed to apply exemptions or lower tax rates under 88§ 237-4,
237-13, 237-13.3, and 237-24.3, HRS. Trial is currently scheduled for August 18, 2008.

In the Matter of the Tax Appeal of Navatek, Ltd., T.A. No. 07-0070, Tax Appeal Court, State of
Hawaii.
Taxpayer filed an appea under a new law allowing taxpayers to file a Notice of Appeal
to Tax Appeal Court if a refund claim is not answered in 180 days. Taxpayer filed a
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refund claim for research credits under § 235-110.91, HRS, and the Department did not
respond within 180 days.

In the Matter of the Tax Appeal of Nordstrom, Inc., T.A. No. 06-0079, Tax Appeal Court, State
of Hawaii.
The Department denied Taxpayer's refund request on use taxes paid on Taxpayer's
business income derived from the importation of products for resale to the general public
for the tax period from February 1, 2001, through January 31, 2004, inclusive. Taxpayer
claims that the assessments are incorrect pursuant to Baker and Taylor, 103 Haw. 359
(2004).

In the Matter of the Tax Appeal of Ohana Foundation for Technical Development, T.A.
No. 07-0009, Tax Appea Court, State of Hawaii.
Taxpayer filed a refund claim for research credits under 8§ 235-110.91, HRS, that the
Department denied. A trial date has not been set for this case.

In the Matter of the Tax Appeal of Pihana Pacific, Inc., n.k.a. Equinix Pacific Inc., f.k.a. Pacific
Internet Exchange, Inc., T.A. No. 07-0017, Tax Appea Court, State of Hawaii.
Taxpayer filed a Notice of Appeal from the Board of Review's decision in favor of the
Department that the research activities tax credits and capital good credits for tax years
2000 and 2001 was incorrect. Taxpayer argues that it conducted qualified research in
Hawaii and purchased qualified property to be able to claim the respective credits. Trial
is currently scheduled for April 14, 2008.

Reel Hooker Sportfishing, Inc. v. Department of Taxation, State of Hawaii, Case No. 07-0072,

Tax Appea Court, State of Hawaii.
Taxpayer filed a complaint for a refund of atax payment made under protest for tax year
2004 claiming that it is exempt from the general excise tax pursuant to the Supremacy
and Tonnage Clauses of the U.S. Constitution. Taxpayer filed its self-assessed general
excise tax return and paid the amount as reported under protest. A motion to dismiss was
filed on the basis that there is no dispute between the Taxpayer and Department. The
motion is scheduled to be heard on August 20, 2007.

In the Matter of the Tax Appeal of Safeway, Inc., T.A. No. 07-0042, Tax Appeal Court, State of
Hawaii.
The Department denied Taxpayer's refund request on use taxes paid on Taxpayer's
business income derived from the importation of products for resale to the general public
for the tax period from 2002 through 2004, inclusive. Taxpayer clams that the
assessments are incorrect pursuant to Baker and Taylor, 103 Haw. 359 (2004).

In the Matter of the Tax Appea of Snorkel Bob Brand, Inc., T.A. No. 06-0081, Tax Appeal
Court, State of Hawaii.
Taxpayer failed to report certain items of income listed on its net income return on its
general excise tax return and was assessed the difference in corresponding general excise
taxes. Taxpayer failed to provide any documentation to support its claims that the
unreported income was not taxable.
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In the Matter of the Appeal of Spirent Holdings Corp. & Subsidiaries, T.A. No. 06-0100, Tax

Appea Court, State of Hawaii.
Taxpayer filed a Notice of Appeal chalenging the Department's assessment denying its
request for additional research activities credits for tax year 2001. Taxpayer filed an
original 2001 corporate income tax return on or about October 21, 2002 (originally due
on April 21, 2002). Subsequently, on October 20, 2003, Taxpayer filed an amended
return increasing the amount claimed for the research activities credit. The Department
denied Taxpayer's amended return because it was not filed within the twelve months after
the close of the 2001 tax year.

In the Matter of the Tax Appea of the Director of Taxation, State of Hawaii v. Sunamerica
Securities, Inc., T.A. No. 05-0075, Tax Appea Court, State of Hawaii.
Taxpayer is a mainland securities dealer with local independent contractors providing
sales services to its Hawaii customers. Taxpayer buys securities from underwriters and
facilitates sales to Hawaii consumers through its independent contractors located here.
The Department assessed general excise taxes on Taxpayer’s gross receipts based on its
commissions received from the underwriters.

In the Matter of the Tax Appeal of Takeno Group, LLC, T.A. No. 05-0069, Tax Appea Court,

State of Hawaii.
Taxpayer filed its notice of appea challenging general excise taxes for tax years 2002—
2004 and a withholding tax assessment for tax year 2005. In the Notice of Appeal,
Taxpayer clams. (a) the assessments overstate Taxpayer's liability by making
assumptions; (b) Taxpayer did not pay employees in 2004 and therefore did not owe any
withholding tax; and (c) Taxpayer operates in the Enterprise Zone. Tria is currently
scheduled for June 16, 2008.

In the Matter of the Tax Appeal of Territorial Mutual Holding Company and Subsidiaries, T.A.

Nos. 06-0096 and 07-0079, Tax Appeal Court, State of Hawaii.
Taxpayer appealed from assessments of franchise taxes resulting from the disallowance
of a deduction for dividends it received from a wholly owned REIT. Taxpayer claimed
that because IRC 8§ 857(c) (which is operative in Hawaii and denies the deduction for
dividends paid by a REIT) refers to IRC § 243 (which is inoperative), it was entitled to
take a deduction for $89 million in dividends it received from a REIT. The parties are
waiting to see how the Tax Appea Court responds to the motion for reconsideration in
the Central Pacific Bank cases.

In the Matter of the Tax Appeal of WV Sub, LLC, and Campbell Hawaii Investor LLC, T.A.

No. 05-0078, Tax Appeal Court, State of Hawaii.
Taxpayers/Plaintiffs filed a complaint for refund of a notice of appeal from conveyance
taxes paid under protest. The amount in controversy is $339,407.40. Act 156, SLH 2005,
increased the applicable conveyance tax rate from 0.1 percent to 0.3 percent for
properties with a vaue of $1 million or greater unless it is a condominium or a
single-family residence. Act 156 is effective as of July 1, 2005. The parties in this case
allegedly entered into a Disposition Agreement dated November 29, 2004, for the sale of
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a shopping mall on Maui. The actua sale of the property, however, took place on
November 1, 2005. Taxpayers/Plaintiffs argue that the old rate applies. Tria is currently
scheduled for November 5, 2007.

In the Matter of the Tax Appeal of Robert and Anita Wintner, T.A. No. 06-0082, Tax Apped
Court, State of Hawaii.
Taxpayers are the owners of Snorkel Bob Brand, Inc., a company assessed with
additional general excise taxes. As aresult of adjustments to income made by the auditor
to Snorkel Bob Brand Inc.’s net income return, Taxpayers were assessed additional net
income taxes.

In the Matter of the Tax Appea of Zale Delaware, Inc., T.A. No. 06-0080, Tax Appeal Court,
State of Hawaii.
The Department denied Taxpayer's refund request on the use taxes paid on Taxpayer's
business income derived from the importation of products for resale to the general public
for the tax period from August 1, 2001, through July 31, 2004, inclusive. Taxpayer
claims that the assessments are incorrect pursuant to Baker and Taylor, 103 Haw. 359
(2004).

CRIMINAL CASES

During FY 2007, the Crimina Justice section of the Department of the Attorney General filed
complaints or indictments against 43 taxpayers' for violating Hawaii state tax laws as set out in
HRS 88 231-34, 231-35, and 231-36. The complaints and indictments filed against the 43
taxpayers accounted for over $2,466,054 in unpaid taxes (excluding civil assessments, penalties,
and interest). To date, the courts have imposed criminal fines of $235,000.

During FY 2007, the Criminal Unit collected $2,047,157 in unpaid taxes, penalties, and interest
in al its criminal tax cases. This was the first time in the unit's history that over $2 million was
collected in consecutive years.

Nine of the 43 taxpayers were real estate agents who were not filing their general excise tax
returns despite earning substantial commission income as a result of the booming real estate
market. One agent had over $926,200 in unreported commission income over five years. The
majority of the real estate agents plead to misdemeanor, failure to file charges; however, one of
the nine agents plead guilty to felony and false statements charges for underreporting
commission income on her annual general excise tax returns.

! Note: During the FY 2006, there were 39 complaints/indictments.

2 Criminal fines are imposed at sentencing; to date, 21 taxpayers have yet to be sentenced.
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Other Cases Of Note

During the year, four companies were indicted for theft violations, which stemmed from not
paying over their employee withholding taxes. The responsible parties and the companies pled
guilty and the Court ordered restitution of over $470,000.

A corporate executive was sentenced to a prison term of 30 days in connection with two counts
of filing false tax returns for the years 2003 and 2004. The taxpayer had been under investigation
prior to 2003 for filing false returns, but the investigation was discontinued because the taxpayer
claimed he had received incorrect tax advice. Subsequent to the investigation being closed, the
taxpayer again filed false returns for 2003 and 2004.

Six City and County of Honolulu employees were indicted for attempting to evade their State of
Hawaii income taxes and failing to file their State of Hawaii individual income tax returns. Oahu
Transportation Service employed four of the six taxpayers, the taxpayers claimed an exempt
status for payroll withholding purposes and subsequently did not file their tax returns

Despite the number of complaints and indictments this fiscal year, the Criminal Unit still
receives numerous referrals and reports of potential cases. The Unit is a critical part of the
Department's Compliance Division and will continue with its efforts of deterrence through
successful prosecution of tax offenders along with steady media exposure.
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LEGISLATION

The Twenty-Fourth Legislature enacted the following maor tax-related measures during the
2007 Regular and Specia Sessions:

REGULAR SESSION 2007

Act

Brief Description

045

084

102

103

128

Emergency Appropriation for Department of Taxation County Surcharge
Implementation Costs. Appropriates $5,041,691 to the Department of Taxation for
unbudgeted costs incurred implementing and administering the county surcharge on the
general excisetax for the City and County of Honolulu. Effective April 27, 2007.

Conformity of the Hawaii Income Tax Law to the Internal Revenue Code. Amends
Hawaii's income tax law to conform with changes to the Internal Revenue Code, with
exceptions. Effective May 22, 2007, and applies to taxable years beginning after
December 31, 2006; provided that retroactive and prospective effective dates contained
in the congressional acts relating to the Internal Revenue Code and enacted during 2006
shall be operative.

Cigarette Tax. Clarifies the disposition of revenues collected under Chapter 245, HRS,
relating to cigarette taxes. Makes clarifying amendments to provide for deposit of
cigarette tax revenues to various special funds on a per-cigarette basis. Allows for interest
earned on deposits to the Hawaii Cancer Research Special Fund to be deposited into the
special fund. Effective May 28, 2007.

Energy. Adds a new definition to Chapter 243, HRS, of the term, "Power-generating
Facility." Defines power-generating facility as any electricity-generating facility
requiring a permit under the Federal Clean Air Act (42 USC § 7401, €t. seq.), the Hawaii
Air Pollution Control law, or both. Specifically provides for the taxation of naphtha fuel
under Chapter 243, HRS. Assesses the tax for naphtha fuel sold for use in a
power-generating facility at 1 cent per gallon. Effective May 29, 2007; provided that the
amendments adding the definition of "Power-generating Facility" and the 1 cent rate for
naphtha fuel are to be repealed on December 31, 2009, and 8243-4, HRS isto read in
the manner it read prior to enactment; provided further that the 1 cent per gallon tax on
naphtha fuel is effective retroactively for naphtha fuel sold for use in power-generating
facilities.

Ethanol Production Facility Tax Credit. Extends the date by which an ethanol

production facility must be in production to qualify for the ethanol production facility tax
credit by five yearsto January 1, 2017. Effective July 1, 2007.
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151

154

166

173

206

Income Taxation. Eliminates references to the term, "resident,” and requires that all
renewable energy technology systems be installed in the State for purposes of the
renewable energy technologies income tax credit. Clarifies the income tax credit
alocation provision for S corporations. Effective June 7, 2007, and applies to taxable
years beginning after December 31, 2006.

Perfection of Appealstothe Tax Appeal Court. Requires as acondition for jurisdiction
to be conferred upon the Tax Appeal Court, service of a notice of appeal on the Director
of Taxation and, in the instance of an appeal from a decision involving a county, service
upon the real property assessment division of the county involved. Effective June 8, 2007,
and applies to any notice of appeal filed after this date.

Leasehold Conversion. Excludes from income tax 100% of the gain realized by a fee
simple owner from the sale of aleased fee interest in a condominium project, cooperative
project, or planned unit development, to the association of apartment owners or the
residential cooperative corporation. Defines "fee simple owner”, "legal and equitable
owner", "leased fee interest", "condominium project”, and "cooperative project” by
reference to other law. Effective June 8, 2007, and applies to taxable years beginning
after December 31, 2007, and ending prior to January 1, 2013; provided that on
January 1, 2013, this Act is repealed and §235-7(a), HRS is reenacted in the form in
which it read prior to enactment.

General Excise Tax. Exempts from the general excise tax amounts received by the
operator of the Hawaii Convention Center for reimbursement of costs or advances made
pursuant to a contract with the Hawaii Tourism Authority under 8201B-7, HRS. Effective
June 13, 2007, and applies to gross income or gross proceeds received after this date.

High Technology Business Investment Tax Credit. Requires a qualified high
technology business (QHTB) that accepts an investment for which the high technology
business investment tax credit may be clamed to annually complete and file an
information survey with the Department of Taxation. Requires the Department of
Taxation to aggregate the survey information and to annually report the summarized
information to the Legidature. Requires the Department of Taxation to study the
effectiveness of the high technology business investment tax credit and to annually report
the study results to the Legislature. Requires the Department of Taxation to aggregate the
information reported on FormsN-317 for all previous years, and to report the
summarized information to the Legislature by October 31, 2007. Amends §235-110.9,
HRS, to provide that, by accepting an investment for which the high technology business
investment tax credit may be claimed, a QHTB consents to the public disclosure of its
name and its status as a beneficiary of this credit. Amends §235-20.5, HRS, to allow
expenditures from the tax administration fund for administering the high technology
business investment tax credit. Effective July 1, 2007, and applies to investments received
after June 30, 2007; provided that on January 1, 2011, this Act is repealed and
§235-20.5, HRS, and §235-110.9(b), HRS, are reenacted in the form in which they read
prior to enactment.
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209

210

211

222

225

239

Transportation. Exempts gross income or gross proceeds from the sale of alcohol fuel
from the general excise tax, and requires the producer, wholesaler, or retailer of alcohol
fuel to pass on any savings realized. Increases the fuel tax on the sale or use of various
fuels by 1 cent per gallon. Effective July 1, 2007, provided that the exemption for sales of
alcohol fuels from the general excise tax is repealed on June 30, 2009.

General Income Tax Credit. Provides a one-time refundable income tax credit for
qualifying resident individual taxpayers to satisfy the requirements of Article VI,
section 6, of the Constitution of the State of Hawaii. The amount of credit is based on the
taxpayers federal adjusted grossincome and filing status, and is phased out for taxpayers
whose federal adjusted gross income is $30,000 or more if single or married filing a
separate return, and $60,000 or more for al other taxpayers. Effective June 26, 2007, and
appliesto the taxable year beginning after December 31, 2006.

Refundable Food/Excise Tax Credit. Changes the name of the low-income refundable
tax credit to the refundable food/excise tax credit. The alowable credit per qualified
exemption was changed from a $10 to $35 credit per qualified exemption for taxpayers
with Hawalii adjusted gross income of $20,000 or less, to a $25 to $85 credit per qualified
exemption for taxpayers with federal adjusted gross income less than $50,000. Effective
June 26, 2007, and applies to taxable years beginning after December 31, 2007.

Conveyance Tax. With respect to taxation, this Act clarifies the disposition of
conveyance tax collections and extends the temporary increase in the percentage of
conveyance tax collections deposited into the rental housing trust fund to June 30, 2008.
Effective July 1, 2007, provided that the extension of the temporary increase in the
percentage of conveyance tax collections deposited into the rental housing trust fund is
effective June 30, 2007.

Professional Employment Or ganizations. Exempts from the general excise tax amounts
received by a professional employment organization from a client company equal to
amounts disbursed by the professional employment organization for employee wages,
salaries, payroll taxes, insurance premiums, and benefits to employees assigned to the
client company. Defines "professional employment organization,” "client company,” and
"assigned employee” in a new chapter of the HRS. Effective July 1, 2007, provided that
the general excise tax exemption applies to grossincome or gross proceeds received after
June 30, 2007.

General Excise Tax. Exempts from the general excise tax amounts received by
submanagers of an association of apartment owners or nonprofit homeowners or
community association in reimbursement for common expenses. Also exempts from the
general excise tax amounts received by hotel operators from timeshare associations and
amounts received by suboperators of hotels from hotel owners, timeshare associations, or
hotel operators equal to amounts disbursed for employee wages, salaries, payroll taxes,
insurance premiums, and benefits. Effective January 1, 2008; provided that this Act is
repealed on December 31, 2009, and 8237-24.3, HRS, and §8237-24.7, HRS reenacted in
the formin which they read on December 31, 2007.
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240

258

272

Dishonored Payments. Increases the service charge for dishonored payments to $25 and
precludes the Department of Taxation from assessing interest on the $25 dishonored
payment service charge. Effective July 2, 2007.

Rental Motor Vehicle Surcharge Tax. Extends the temporary rental motor vehicle
surcharge tax increase from $2 to $3 per day for one year to August 31, 2008. Effective
July 5, 2007.

State Funds. Requires the disclosure on a single website of entities receiving "state
awards," as defined, of not less than $25,000 in a single transaction. Information on
tax-related state awards authorized under Title14, HRS, other than aggregated
information, are entitled to confidentiality protection in accordance with Title 14, HRS.
The website shall be established and implemented by the Department of Budget and
Finance by January 1, 2009. Effective July 1, 2007.

SPECIAL SESSION 2007

Act

Brief Description

008

Comprehensive Offender Reentry System. Requires the Department of Taxation to
assist the Department of Public Safety to develop and propose for legidlative
consideration tax incentives for employers who hire individuals who were formerly
incarcerated. Effective July 1, 2007.
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INCOME ASSESSMENT AND AUDIT

INDIVIDUAL INCOME TAX

Increased amounts of estimated taxes, payments with returns, and withheld taxes over last year
contributed to a $70.9 million growth in individual income taxes; however, increased refunds
reduced this sum by $61.2 million. Overall, net individual income tax increased by 0.6% or $9.7
million for FY 2007.

TAXESPAID BY INDIVIDUALS
(In Thousands of Dallars)

Difference
FY 2007 FY 2006 Amount %
Declaration of Estimated Taxes $ 428754 3 426,864 $ 1,890 0.4
Payment with Return 229,964 210,629 19,335 9.2
Withholding Tax on Wages 1,279,649 1,230,018 49,631 4.0
Subtotal $ 1938367 $ 1867511 $ 70,856 3.8
Refunds 378,081 316,915 61,166 19.3
NET $ 1560286 $ 155059 $ 9,690 0.6
NOTE: Due to rounding, details may not add to totals.
Components of the Individual Income Tax
Millions of Dollars
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CORPORATE INCOME TAX

Net corporate income tax collections totaled $81.8 million for FY 2007, decreasing by a sizable
$48.2 million over the previous year’s total of $130.0 million. The decrease was mainly dueto a
large, one-time estimated tax payment received last fiscal year.

TAXES PAID BY CORPORATIONS
(In Thousands of Dallars)

Difference
FY 2007 FY 2006 Amount %
Declaration of Estimated Taxes $ 138,769 $ 161,795 $  (23,026) (14.2)
Payment with Return 22,653 15,118 7,535 49.8
Subtotal $ 161,422 $ 176,913 $  (1549]) (8.8)
Refunds 79,588 46,904 32,684 69.7
NET $ 81834 $ 130,009 $ (48175 (37.1)

NOTE: Dueto rounding, details may not add to totals.

Components of the Cor porate Income Tax
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GENERAL EXCISE AND USE TAXES

General excise and use taxes made up 48.1% of total tax collections. The total $2.6 billion
collected represents an 8.5% growth over the prior fiscal year. Magor components of the general
excise taxes showed healthy increases over the last fiscal year—contracting rose 23.2%, services
9.3%, transient accommaodation rentals 9.7%, all other rentals 6.4%, and retailing 5.9%.

Gener al Excise and Use Tax Trends
Millions of Dollars
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GENERAL EXCISE AND USE TAX BASE AND TAXES
FOR FISCAL YEARS ENDING JUNE 30, 2007 AND 2006
(In Thousands of Dollars)

Difference
SOURCE OF REVENUE Rate FY 2007 FY 2006 Amount %Change
TAX BASE
Retailing $ 24244573 $ 22,892,951 $ 1,351,622 5.9
Services 10,355,378 9,456,656 878,722 9.3
Contracting 7,595,150 6,165,875 1,429,275 23.2
Trans. Accom. Rentals 3,139,956 2,861,311 278,645 9.7
All Other Rentals 5,196,368 4,882,268 314,099 6.4
All Others (4%) 5,148,240 4,693,711 454,528 9.7
Subtotal $ 55,659,664 $ 50,952,773 $ 4,706,891 9.2
Wholesaling $ 12,835433 $ 11,978,457 $ 856,976 7.2
Manufacturing 690,097 662,981 27,115 4.1
Producing 435,040 528,430 (93,391) (27.7)
Wholesale Services 560,351 520,771 39,580 7.6
Use (1/2%) 7,588,627 6,571,106 1,017,521 155
Insurance Commissions 522,035 454,715 67,321 14.8
Subtotal $ 22,631,583 $ 20,716,460 $ 1,915,122 9.2
TOTAL —ALL ACTIVITIES $ 78,291,247 $ 71,669,233 $ 6,622,014 9.2
TAX
Retailing 4.00% $ 969,783 $ 915,718 $ 54,065 5.9
Services 4.00% 413,415 378,266 35,149 9.3
Contracting 4.00% 303,806 246,635 57,171 23.2
Trans. Accom. Rentals 4.00% 125,598 114,452 11,146 9.7
All Other Rentals 4.00% 207,855 195,291 12,564 6.4
All Others (4%) 4.00% 205,930 187,748 18,181 9.7
Subtotal $ 2226387 $ 2038111 $ 188,276 9.2
Wholesaling 0.50% $ 64,177 $ 59,892 $ 4,285 7.2
Manufacturing 0.50% 3,450 3,315 136 41
Producing 0.50% 2,175 2,642 (467) a7.7)
Wholesale Services 0.50% 2,802 2,604 198 7.6
Use (1/2%) 0.50% 37,943 32,856 5,088 155
Insurance Commissions 0.15% 783 682 101 14.8
Subtotal $ 111,331 % 101,991 $ 9,340 9.2
Unallocated* $ 218,044 % 215,214 $ 2,830 13
TOTAL —ALL ACTIVITIES $ 2555762 $ 2,355,316 $ 200,446 8.5

*Included are collections from penalty and interest, assessments and corrections, delinquent collections, refunds,
protested payments, settlements, etc.

NOTE: Due to rounding, details may not add to totals.
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TRANSIENT ACCOMMODATIONSTAX

Transient accommodations tax collections were $224.9 million for FY 2007, an increase of 3.7%
over last year. All transient accommodations tax funds are distributed as follows: approximately
44.8% to the counties; 17.3% to the Convention Center Fund, provided that the revenues in
excess of $33.0 million in any calendar year are deposited into the General Fund; 32.6% to the
Tourism Specia Fund, provided that if the revenue projections are below $63,292,000 in any
fiscal year, monies will be transferred from the Transient Accommodations Tax Trust Fund to
make up the difference; and 5.3% to the Transient Accommodations Tax Trust Fund, provided
that amounts not transferred to the Tourism Special Fund are transferred to the General Fund.
After these allocations, $17.1 million remained in the General Fund for FY 2007.

TRANSIENT ACCOMMODATIONS TAX
(In Thousands of Dollars)

Difference
FY 2007 FY 2006 Amount %
Transient Accommodations Tax $ 219,831 $ 213,226 $ 6,604 31
Time Share Occupancy Tax 5,101 3,770 1,331 35.3
Trans. Accom./Time Share Occ. Fees 11 12 (@] (8.3)
TOTAL $ 224,942 $ 217,008 $ 7934 3.7
Counties Share $ 100,769 $ 97,214 $ 3,555 37
Convention Center Fund 33,758 32,663 1,095 3.4
Tourism Special Fund 73,328 70,741 2,587 3.7
General Fund 17,087 16,390 697 43
TOTAL $ 224,942 $ 217,008 $ 7934 3.7

NOTE: Dueto rounding, details may not add to totals.

FUEL AND MOTOR VEHICLE TAXES

Taxable fuel consumption decreased 7.3% to 875.5 million gallons in FY 2007. As seen in the
table below, the decline was attributable primarily to a drop of 46.6 million galons in the
aviation fuel consumption and a drop of 42.6 million gallons in the off-highway diesel oil
consumption. On the other hand, gasoline consumption increased by 3.6%, or 16.7 million
galons. An environmental response tax of five cents is imposed on each barrel of petroleum
product sold by a distributor to any retail dealer or end user. A total of 34.8 million barrels of
petroleum was subject to the environmental response tax in FY 2007, a decline of 3.7% from last
year.
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GALLONS OF FUEL CONSUMED
(In Thousands of Gallons)

Difference
FY 2007 FY 2006 Amount %

Gasoline 483,229 466,524 16,705 3.6
Diesel Oil — Non-highway 120,378 162,939 (42,561) (26.1)
Diesel Oil —Highway 51,507 48,464 3,043 6.3
Lig. Pet. Gas — Off Highway 1 607 (606)  (99.9)
Lig. Pet. Gas— Highway 118 235 (117)  (49.6)
Small Boats — Gasoline 45 18 27 1535
Small Boats— Diesel Oil 33 45 (12) (27.0)
Aviation Fuel 217,399 264,048 (46,649)  (17.7)
Other Fuel* 2,821 1,715 1,106 64.5

TOTAL GALLONS 875,530 944,594 (69,064) (7.3)
Environmental Tax (Barrel) 34,826 36,158 (1,332 (3.7

*|ncludes ethanol, methanol, biodiesel.
NOTE: Dueto rounding, details may not add to totals.
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The revenues from fuel taxes are distributed to several special funds. The State Boating Fund
receives 1% of the State and county fuel taxes exclusive of aviation fuel taxes. The State Airport
Fund receives all of the tax revenues from aviation fuel. Monies from the environmental
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response tax are deposited into the Environmental Response Revolving Fund, which is
administered by the Department of Health for oil spill prevention and remediation programs. The
remaining State fuel tax revenues are deposited into the State Highway Fund, while the
remaining county fuel tax revenues are deposited into the County Highway Fund. The State
Highway Fund also receives monies from the motor vehicle weight taxes and registration fees,
which are administered and collected by the counties, and rental motor vehicle and tour vehicle
surcharge taxes.

ALLOCATION OF FUEL TAXES
(In Thousands of Dallars)

Difference
FY 2007 FY 2006 Amount %

STATE HIGHWAY FUND:
Gasoline $ 76415 $ 73,726 $ 2,689 3.6
Diesel Oil —Non-highway 1,192 1,614 (421) (26.1)
Diesdl Oil —Highway 8,159 7,677 482 6.3
Lig. Pet. Gas — Off Highway 0 6 (6) (99.9)
Lig. Pet. Gas— Highway 6 12 (6) (49.6)
Other Fuel 97 68 29 42.5

Subtotal $ 85868 $ 83,102 $ 2,766 3.3
Motor Vehicle 62,932 59,435 3,497 5.9
Rental Vehicle 49,480 48,092 1,388 2.9

TOTAL $ 198280 $ 190,629 $ 7,651 4.0
COUNTY HIGHWAY FUND:
City & County of Honolulu $ 52221 $ 52,385 $ (164) (0.3)
County of Maui 11,837 12,659 (822) (6.5)
County of Hawalii 8,240 8,118 122 15
County of Kauai 5,973 3,809 2,164 56.8

TOTAL $ 78270 $ 76,970 $ 1,300 1.7
BOATING SPECIAL FUND: $ 1658 $ 1,617 $ 41 2.5
STATE AIRPORT FUND:
Aviation Fuel $ 2174 $ 2640 $ (466) (17.7)
ENVIRONMENTAL TAX FUND: $ 1,741 $ 1,808 $ (67) (3.7)

NOTE: Dueto rounding, details may not add to totals.
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The State legislature sets the State fuel tax rates, while the county councils set the county rates.
The effective rates for FY 2007 are shown below:

FUEL TAX RATES PER GALLON*

GASOLINE AND DIESEL OIL (HIGHWAY USE)** State County Totd
City & County of Honolulu 16.0¢ 16.5¢ 32.5¢
County of Maui 16.0¢ 16.0¢ 32.0¢
County of Hawalii 16.0¢ 8.8¢ 24.8¢
County of Kauai 16.0¢ 13.0¢ 29.0¢
LIQUID PETROLEUM GAS (HIGHWAY USE):

City & County of Honolulu 5.2¢ 5.4¢ 10.6¢
County of Maui 5.2¢ 4.3¢ 9.5¢
County of Hawalii 5.2¢ 2.9¢ 8.1¢
County of Kauai 5.2¢ 4.3¢ 9.5¢
ETHANOL.:

City & County of Honolulu 2.4¢ 24¢ 4.8¢
County of Maui 2.4¢ 3.8¢ 6.2¢
County of Hawalii 24¢ 1.3¢ 3.7¢
County of Kauai 2.4¢ 19¢ 4.3¢
METHANOL.:

City & County of Honolulu 1.9¢ 1.8¢ 3.7¢
County of Maui 19¢ 2.9¢ 4.8¢
County of Hawalii 1.9¢ 1.0¢ 2.9¢
County of Kauai 19¢ 14¢ 3.3¢
BIODIESEL.:

City & County of Honolulu 4.0¢ 8.3¢ 12.3¢
County of Maui 4.0¢ 0.0¢ 4.0¢
County of Hawalii 4.0¢ 2.2¢ 6.2¢
County of Kauai 4.0¢ 0.0¢ 4.0¢

ENVIRONMENTAL RESPONSE TAX (PER BARREL):

All Counties 5.0¢ 0.0¢ 5.0¢
* Gasoline used for agricultural equipment off highways, aviation fuel, and diesel oil used off highways are taxed by
the State at 1¢ per gallon.

** |ncludes 1¢ State license tax on diesel ail.
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PUBLIC SERVICE COMPANY TAXES

Public utilities paid public service company taxes totaling $124.0 million, including penalty and
interest.

PUBLIC SERVICE COMPANY TAXES
(In Thousands of Dollars)

Difference
FY 2007  FY 2006  Amount %
Public Service Company Taxes $ 123788 $ 116460 $ 7,328 6.3
Penalty & Interest 229 4,219 (3990)  (94.6)
TOTAL $ 124017 $ 120679 $ 3338 28

NOTE: Due to rounding, details may not add to totals.

ESTATE AND TRANSFER TAXES

During FY 2007, a total of 803 estates were settled, of which 40 were taxable. Estate tax
collections totaled $0.6 million, compared to $4.0 million the year before.

The decline in estate and transfer taxes was due to the federal Economic Growth and Tax Relief
Reconciliation Act of 2001 (EGTRRA), which gradually phases out the estate and transfer taxes
and replaces the federal credit for state death taxes with a deduction. Hawaii's tax was effectively
eliminated for decedents dying after December 31, 2004, when the federal credit was replaced
with adeduction.

ESTATE AND TRANSFER TAXES
(In Thousands of Dallars)

Difference
FY 2007 FY 2006 Amount %
Estate Tax $ 505 $ 3894 $ (3299 (84.7)
Penalty & Interest 0 123 (123)  (100.0)
TOTAL $ 505 $ 4017 $ (3422) (85.2)

NOTE: Due to rounding, details may not add to totals.

OTHER TAXES

Total revenues from other miscellaneous taxes amounted to $487.0 million, $37.4 million more
than the previous year. Employment security contributions decreased $14.8 million in FY 2007.
Insurance premium tax collections exceeded last year’'s total by $4.1 million, while tobacco tax
collections rose $6.1 million. Contributing to the increase in tobacco tax collections was Act 316,
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SLH 2006, which increased the excise tax per cigarette by one cent per year over a six-year
period beginning on September 30, 2006. Act 316, SLH 2006, allocated portions of the tobacco
tax collections to the following special funds: the Hawaii Cancer Research Special Fund, the
Trauma System Special Fund, the Emergency Medical Services Special Fund, and the
Community Health Centers Special Fund. On September 30, 2006, an initial allocation to the
Hawaii Cancer Research Special Fund of one cent per cigarette began, with the remaining
allocations beginning on September 30, 2007.

Conveyance taxes collected by the Bureau of Conveyances under the Department of Land and
Natural Resources decreased by $12.3 million, a decline of 20.8% from the previous year.
Act 100, SLH 2006, increased the amount of conveyance tax deposited into the Rental Housing
Trust Fund to 50% from 30% for one fiscal year, effective July 1, 2006. As a result, the amount
of conveyance tax revenues paid into the General Fund decreased from 35% to 15%. The amount
of conveyance tax allocated to the Natural Area Reserve Fund and the Land Conservation Fund
remained at 25% and 10%, respectively.

Liquor tax collections rose 0.2% to $46.0 million. Franchise taxes collected from banks and
other financial corporations increased 1.5 % to $18.6 million.

Act 247, SLH 2005, granted counties the authority to impose a county surcharge of no more than
0.5% to the State's 4% general excise tax. The county surcharge tax could be levied no earlier
than January 1, 2007, to fund county public transportation systems, and would be repealed on
December 31, 2022. The Department of Taxation is required to levy, assess, collect, and
administer the county surcharge tax for the counties. The City and County of Honolulu was the
only county that adopted an ordinance to levy a county surcharge tax of 0.5%. The Honolulu
county surcharge tax took effect on January 1, 2007, and $53.8 million collected during the last
six months of the fiscal year.

MISCELLANEOUS TAXES*
(In Thousands of Dallars)

Difference

FY 2007 FY 2006 Amount %

Banks & Other Financial Corporations $ 18599 $ 18324 % 275 15
Conveyance 46,887 59,201 (12,314) (20.8)
Employment Security Contributions 134,612 149,388 (14,776) (9.9)
Insurance Premiums 92,196 88,068 4,128 4.7
Liquor & Permits 46,034 45,955 79 0.2
Tobacco & Licenses 94,387 88,261 6,126 6.9
Genera Excise Licenses & Fees 434 405 79 195
Honolulu County Surcharge 53,805 - 53,805 n/m
TOTAL $ 487,004 $ 449,602 $ 37,402 8.3

* Before allocation to special or other funds.
NOTE: Due to rounding, details may not add to totals.
n/m = not meaningful.
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COLLECTION AND ACCOUNTING OF TAXES

TAX COLLECTIONS

Total tax collections in FY 2007 amounted to $5.3 hillion, 4.2% more than the $5.1 billion
collected in the previous year. While the Department of Taxation collected the mgjority of taxes,
the counties collected $62.9 million in State motor vehicle weight taxes and registration fees, the
Department of Commerce and Consumer Affairs collected $92.2 million in insurance premium
taxes, and the Department of Land and Natural Resources collected $46.9 million in conveyance
taxes.

TAX COLLECTIONS
(In Thousands of Dallars)

FY 2007 FY 2006
Amount % of Amount % of

SOURCE OF REVENUE Collected Total Collected Total
Banks — Financial Corporations $ 18,599 0.35 $ 18,324 0.36
Conveyance 46,887 0.88 59,201 1.16
Employment Security Contributions 134,612 2.53 149,388 2.93
Fuel 169,712 3.19 166,138 3.26
Genera Excise & Use Tax 2,555,762 48.07 2,355,316 46.17
Honolulu County Surcharge 53,805 1.01 - -
Income — Corporations 81,834 1.54 130,010 2.55
Income — Individuals 1,560,286 29.35 1,550,596 30.40
Inheritance and Estate 595 0.01 4,017 0.08
Insurance Premiums 92,196 1.73 88,068 1.73
Liquor & Permits 46,034 0.87 45,955 0.90
Motor Vehicle Tax* 112,412 211 107,527 211
Public Service Companies 124,017 2.33 120,679 2.37
Tobacco & Licenses 94,387 1.78 88,261 1.73
Transient Accommodations Fees 11 0.00 12 0.00
Transient Accommodations Tax 224,931 4.23 216,996 4.25
All Others** 514 0.01 522 0.01

TOTAL $ 5,316,593  100.00 $ 5101,011 100.00

* Includes motor vehicle weight tax, registration fees, commercial driver's license, periodic motor vehicle inspection
fees, rental motor vehicle and tour vehicle registration fees, and rental motor vehicle and tour vehicle surcharge tax.

** Includes fuel retail dealer permits, fuel penalty and interest, and general excise fees.
NOTE: Due to rounding, details may not add to totals.
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DISTRIBUTION OF TAXES

Of the total $5.3 hillion in tax revenues collected, $4.6 billion (86.3%) was deposited into the
Genera Fund. The four counties received $179.0 million (3.4%), which came from the county
fuel taxes and 44.8% of the transient accommodations tax collections. In addition, $53.8 million
was collected and credited to the City and County of Honolulu county surcharge tax. The
remaining $497.2 million of tax revenue was distributed among several State special funds. The
State Highway Fund received the largest portion, $198.3 million. All $134.6 million of the
employment security contributions went into the Unemployment Trust Fund for unemployment
benefits. Portions of the transient accommodations tax went to the next two largest special
funds: $73.3 million to the Tourism Special Fund and $33.8 million to the Convention Center
Fund.

Effective July 1, 2006, the amount of conveyance tax revenue allocated to the Rental Housing
Trust Fund increased to 50% from 30% (Act 100, SLH 2006). Due to the reallocation of the
conveyance tax revenue, the amount deposited into the General Fund decreased from 35% to
15%.

In FY 2007, a new specia fund was created pursuant to Act 316, SLH 2006. Beginning on
September 30, 2006, a portion of the tobacco tax revenues, one cent per cigarette, was to be
deposited into the Hawaii Cancer Research Special Fund. Distribution of the tax collected is
shown in the following table.
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DISTRIBUTION OF COLLECTIONS

(In Thousands of Daollars)

FY 2007 FY 2006
Amount % of Amount % of
Collected Total Collected Total
STATE FUNDS
State General Fund $ 4,586,504 86.27 $ 4,434,993 86.94
State Highway Fund 198,280 3.73 190,629 3.74
State Airport Fund 2,174 0.04 2,640 0.05
Boating Special Fund 1,658 0.03 1,617 0.03
Environmental Fund 1,741 0.03 1,808 0.04
Cigarette Stamp Admin/Enforcement Fund 1,422 0.03 1,434 0.03
Compliance Resolution Fund 2,000 0.04 2,000 0.04
Unemployment Trust Fund 134,612 2.53 149,388 2.93
Election Campaign Fund 220 0.00 186 0.00
Tourism Special Fund 73,328 1.38 70,741 1.39
Rental Housing Fund 23,443 0.44 17,760 0.35
Natural Area Reserve Fund 11,722 0.22 14,800 0.29
Convention Center Fund 33,758 0.63 32,663 0.64
Public Libraries Fund 88 0.00 60 0.00
School Repair & Maintenance Fund 106 0.00 74 0.00
Land Conservation Fund 4,689 0.09 5,920 0.12
Domestic Violence/Child Abuse Fund 182 0.00 111 0.00
Cancer Research Fund 7,823 0.15 - -
Subtotal — State $ 5,083,749 95.62 $ 4,926,826 96.59

HONOLULU COUNTY SURCHARGE $ 53,805 1.01 - -
REVENUES TRANSFERRED TO COUNTIES
Other County Revenues

Fuel $ 78,270 1.47 $ 76,970 151

Transient Accommaodations Tax 100,769 1.90 97,214 191

Subtotal — Counties $ 179,040 3.37 $ 174,185 341

TOTAL $5,316,593 100.00 $5,101,011 100.00

NOTE: Due to rounding, details may not add to totals.
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BRIEF SUMMARY OF HAWAII'STAX SYSTEM

Hawaii has 17 separate tax laws, of which 14 are administered by the State. The counties
administer the remaining three—the real property tax, motor vehicle weight tax, and public
utility franchise tax—although the revenue from the motor vehicle weight taxes accrues to both
the State and county highway funds. The number of taxes administered by the State is indicative
of the highly centralized nature of the State's governmental structure.

The State's primary revenue source is the general excise tax. Unlike more common sales taxes,
the general excise tax is levied on the business receiving the income, rather than the customer,
for the privilege of doing business in the State. Despite its relatively low tax rate, substantial
revenue is generated in large part due to the broad tax base on which this tax, as well as its
complementary use tax, is levied. Gross income from most business activities, including most
sales, services, contracting, and rental activities, are subject to the general excise tax. In generad,
the general excise tax law levies the tax on al business activities at a 4% retail rate, while
allowing a lower rate on some transactions, including many business-to-business transactions,
and exempting some other transactions because those transactions are subject to other taxes or
because the legislature wished to grant a preference to that economic activity.

Although not a State tax realization, the Department of Taxation is required to administer the
county surcharge on the State's general excise tax for the counties. Act 247, SLH 2005,
authorized the counties to establish by ordinance a surcharge of up to 0.5% to fund public
transportation systems; only the City and County of Honolulu adopted a surcharge. Beginning
January 1, 2007, the county surcharge tax adopted pursuant to City and County of Honolulu
Ordinance No. 05-027 has been levied at the rate of 0.5% on transactions that are subjected to
the State general excise or use tax at the 4% rate and that are attributable to business conducted
in the City and County of Honolulu. Act 247, SLH 2005, and Ordinance No. 05-027 will both be
automatically repealed on December 31, 2022.

Second in revenue generation is the State's income tax, the majority of which is from the income
tax levied on individual taxpayers. Hawaii resident individuals are taxed on worldwide income,
whereas nonresidents of the State are taxed on income from Hawaii sources only. A large
number of credits against the income tax levied are available to qualified resident and
nonresident individuals. Two refundable income tax credits target low-income resident
individuals, including those with no gross income. The low-income refundable tax credit is
allowed in amounts ranging from $35 per qualified exemption for resident individuals with
adjusted gross incomes under $10,000, to $10 per qualified exemption for resident individuals
with adjusted gross incomes of $20,000 or less. The credit for low-income household renters is
$50 per qualified exemption for resident individuals with less than $30,000 of adjusted gross
income. The most commonly claimed business tax credit is the capital goods excise tax credit.

Revenues from 11 of the State-administered taxes go into the General Fund and are used to
provide government services. Although the fuel tax is administered by the State, it is a source of
revenue for both the State and county highway funds. Employment security tax collections are
deposited into the Unemployment Trust Fund and used exclusively to provide benefits to

45



unemployed workers. Rental motor vehicle and tour vehicle surcharge taxes are deposited into
the State Highway Fund.

STATE GENERAL FUND*
(In Thousands of Dallars)

FY 2007 FY 2006

Amount % of Amount % of

SOURCE OF REVENUE Collected Total Collected Total
Banks — Financial Corporations $ 16,599 0.36 $ 16,324 0.37
Conveyance 7,033 0.15 20,720 0.47
General Excise & Use Tax 2,555,762 55.72 2,355,316 53.11
Income — Corporations 81,834 1.78 130,010 2.93
Income — Individuals 1,559,690 34.01 1,550,164 34.95
Inheritance and Estate 595 0.01 4,017 0.09
Insurance Premiums 92,196 2.01 88,068 1.99
Liquor & Permits 46,034 1.00 45,955 1.04
Public Service Companies 124,017 2.70 120,679 2.72
Tobacco & Licenses 85,143 1.86 86,827 1.96
Transient Accommodations Tax 17,076 0.37 16,378 0.37
All Others** 525 0.01 534 0.01
TOTAL $ 4,586,504 100.00 $ 4,434,993 100.00

* Net of transfers to special funds.

** Includes fuel retail dealer permits, fuel penalty and interest, general excise fees, and transient accommodations
fees.

NOTE: Due to rounding, details may not add to totals.

46



jo sln Y

‘Jeaf 8|gexe) syl Jo 950 s BUIMO|0} YuoW
Uy 8w Jo Aep UI0Z SU} 210leq 10 UG pefy 8q 1SN W)
-al UOIEI|IUoDS) puR AIBLILINS [enuue uy "pouad eru
-UB|UIBs Ljoea JO 9S00 sUf) Jelye LpuoLl aul jo Aep ise|
B 21649 10 UO AjlBnUUBILISS pay 9g ABW SWMal IBak
[20s 10 JBpUS[E BU) 10} 000'ES PB9OXS 10U S0P Al|Ig
-B|| XE} [210} 8L} USUAA “I8HEND UDES JO 8500 8U) Isye
Yow s Jo Aep 1se| sU @lojeq Jo uo Apsuenb pey eq
Aeus swimal Jesh [20sy 10 JBpuUS[ED B 10} 000 ¥ Peed
-X8 10U se0p ANjIgel] X2} (210} 8L} USUAA LuoL Bumolio)
aU Jo A=p 1sB| BU) 81048q 10 UC 8Np 8le sLumial AJUIUOIY

nnjouoH
jo AunoD pue AID eL Ul pelenpuoo sseUIsng 1o} XB) asioxe [eleusb oap S.01els
8Ul O} peppe 8q |Im 950 o sbieyons Aunos e ‘7002 ‘| Aenuep eaposyg

0g$ 0
99} awp-suo e s| suoneziuebio oiduou pue seasusdl| xe} asxae [e1auab Joy as)
Buisusol 8] "9%GL'0 & pexe)} ale oym sio)RIes pue sjusbeqgns ‘sjuebe [eieush
Ag psAledal suoissILILIOD BouRINSU| 1deoXe ‘9 T8 pexel ale (s[ejusl ‘suoissiul
WO JselsiUl ‘olpel ‘JUswesnwle ‘eljesl) ‘Bupoenuod ‘sevlues feuolssejold pue
ssauisng Bujelel) senanoe J1ayio e Buluues siddesuid pue Buisseoold tebins
‘Buipnpold ‘seoines sfessoym pue Bulessjoum Uo 94G°() S| 81l Xe) 8y] 'suod
-ul ss0.6 1o ss[es Jo spesoold ssolb Ag painseswl xel sbejiaud sseuisng e si siy|

6¥-18¢ 01 L-/EC
uonwes — /gz Jeideun

{awoou)
$80JD) 880X [eleusD (g)

‘5002 ' | Aenuer saosye pajesdss sem
seXe} Lpeep 1 ls 1o Jpald [eispey sul sou|s xe) Jejsuely Buiddpis-uopelsust ou
aq ||m alel} ‘pO0g ‘LE Jequisos( Jeye siepsuel) Buiddiys-uoneisusb 104 210N

1sruy uepisal e woly Apsdoid (g) pue iemeH ul psieoo| Aus
-do.d () jo 1sysuel) Buiddpis-uoneisusb Alaas uo pasodull i JIpals [el1aps} L) 01
|enbe UNoWE Ue Ul X&) & ‘p66| ‘0F sunr Jeye sisjsuel Buiddys-uonelsust lo4

'G00g ‘L Auenuer eaoeye
pejeade) sem SeXE)} LIESP S1E1S IO} IPSID [BISPS) S S0UIS Xel JajSUEI) pue 9]1e)ss
ou & ||IM aleUL ‘FOOZ ‘LE Jequedeq Jeye BulAp siuepeosp O se1E1se 104 @loN

‘sucndeoxe UBHED Yy ‘Jusp
-Isaluou 0} sigeoldde Ajjenbs slelss juspisal pspioge uondwexg -onel Jo asn
Ag IIleMEH Ul pR1ED0| SJE1SS B|EXE) JO J8JSUBI] UO Paseq S| Xe} JUspeosp luspisal
-uou o4 "uoisinold |eooidiosl Ag pailjenb jou e1els Jayoue Aq pasodul xey pesp
10} pemole sl 1pelD |10 Uonoss DY| AQ pemo|e sexe) yieep sjelse 1o) Upelo
|elopa} 0} [enbe 91B1S8 8|(EXE] JO J9JSUBI) U0 Paxe} S| Juspaoap juspisel Meag

81-09€2 01 |-09%ET
uonosg — (9eg Jerdeyn

(50/1/1 elojeq pue £8/08/9
Jaye Bulfp sjuspassp 10})
Jajsuel] pue syelsd (g)

(143) Jejsuer) spuny ojucIO8[8

Ag pleyLpim sexey sy Aed o1 palinb
-8l ale oym stsfo|dws loy syuswl
-alinbal Buipjoyu ey} 10} ‘epIng
xe] sJefoidug ‘y lepjoog ees
"Ul0g Arenuer pue ‘U0z 489
-wiedes 1LIOZ eunr IWOZ [HdY 18}
-ienb-suo ‘suopelodioo pue ‘sisniy
‘'SElElSe  ‘S[EnpIAIpUl JO  sepewsg
‘suimel Buljy Jo swin 18 ‘eleusb u)

‘oz |udy ‘suoneiodion pue ‘sisniy ‘seeiss ‘Bul
-ployyuam 0} 108[gns 10U S[EnplAIpUl JO SLIODU JO sejew
-ns3 Jesd Jepualeo ey jo asop ay Bumoloy Arenige
10 ABp 1SE| BU) 810J8( 10 UO ‘g-MH ULIOH ‘JUBWSIe)S Xe]
s.@8fojdws yoes jo Adoo sjeoijdnp e Lym Jsyyebol pajy
8¢ 1sNW ‘C-pH WUOH ‘PISYLMM XEBl SWODU| |BMEH JO
uoel(loucoal pue wnas sgadodwe [enuue uy Jeuenb
yoee Jo 9s0[0 8y} JelE Lpuow ey} Jo Aep UL ey lo)
-8q J0 U0 Apsuenb peajy 8q Aew swimel ‘Jesd Jepusen
SU 10} 000'GE Uelp sse| S| ANlIgel Xel [el01 eyl Usym
‘yluow Jepusjea Bumolio; aur jo ABp UigL aul al1ojeq
10 U0 AjLpuow enp swnel Buiployuyip lesk ajqexe} jo
9500 aul Bumolo} Lauow Uiy Jo Aep UI0Z 9np swinisy

"8LLI0OUI (qeXE] JO 000'00+$ 1940 %19 PUB ‘00000 S J9A0 10U ING 000°52$
J19AC %S ‘'000'GeS 01 dn oty are suonelodioon 1oy sejel Xel 0Z6°28 Sl Py
-8snoY Jo pesy pue 000'e$ s! Alereredes Buly peurew 1o aBuis {000'¥$ SI PIUD
wepusdep yum esnods Buiaiang Jo wined wiol Buiy peuiew :SMmo|j0) Se pesesalD
U] 8le sjunoLle UORoNnpep plepuels eyl (Z) pue ‘pepuedxe ele sieyoelq xel
awooul [enplalpul au (1) :900¢ ‘1€ Jequeosq Jeye Buwuibaq siesd a|gqexe) Jo4
"8LIooUI B|CEXE] O 94,528 O} %% | WOl sbuel sisniy pue sejelss Se [|om Se Sie
-NPIAIPU| 10} S91B) X2l 8UL LO0Z ‘LE Jequieos( Jeye Buuuibeq siesA s|qexe) Jo4

0E}-GEC 0} L-GE2
uonwes — gez Jeideun

awioou| 18N (1)

3718VAVd XV1

S1d0d3d

XV1 40 31vd NV FdNSVIN

(SALNLYLS Q3SIATH IIVMYH)
CEDIEREFERREGERES
XvLd40 aNpi

uonjexe| jo Juswyedaq oyl Aqg penss|

2002 ‘I ATNP 40 SV WALSAS XVL IIVMVH 3HL 40 INITLNO

47



“I81B8I8U) LpLouI JBpuUs|Ed
yoee jo ABp UI0L BUL ©I0Jsg 10 D
onp sjusweisul Buluewey "yuow
18| eu) jo fep Yol eyl e10eq Jo
Uo JuSWIEISUL IS| 000°00 + Speeo
X5 IBBA BIqEXE] SL) 1o} AM|Iqe!| XBl
[ElC] 8U §| “Jeyesalay] Lhuow uig pue
LAG ‘PUZ BU} JO AP LROE SUk U0 8np
SJUSLW|[EISUI JYLO “LIUOW Ui 8L} JO
ABp LHOZ 8L 21048 JO UO ‘10 ‘Uinjal
Buipy jo sl 8U) 12 JUSLIEISU 1SIId

1eah 8|qexe)} Buipsosid sy Jo suonels
-do uodn paseq ‘Jeak a|qexe} su Jo asop B} Buimolo}
Uiuow Uiy aUL Jo ABp LBOZ S 810484 J0 Lo pajl swnisy

‘8LIoOUI B|qBXE] JO %26/ 8ied (g) ‘suoneoypoL
ypm {me xe]| swoou|) ggg Jeideys Ag psuysp se ssoinos e woly tesA Bul
-peoaid syl 10} BWICOUI 18N JUBWISSaSSY Jo ainsesy (z) 'geg 1e1deyd Aq pesod
-wi Xel sy} 0} 1osfgns Jou ssuBIpisgns 1o ‘seiuedwos JusLSSAUl SSBUISN] |[BLS
‘seiuedwoo Buipjoy eroueuy ‘seueduwios ueo| sbefuowl ‘seiuedwoo isni) ‘salu
-edwoo ueo| seolues [epusuy ‘suopelodiod epueuy ‘seiueduios juswdoleasp
‘SUONEDOSSE Ues| pue BuIp|iNg ‘suUeq Uo (Sexe} osioxs [eleusb pue swosul jou
Jo N8y ul) xe) esiyouel B xe] jo aineN () '} Alenuep sleq uswssassy (8)(])

L4201 Lo
uonoeg — Lg teideyn

suonelodion [eoueUIH 18ULO
uleps) pue ssiuedwoy) UeoT
S9IINMSS [BIOURUIH ‘UROT]

pue Buipiing ‘sxueg (2)

ISHESISU) LAUOWI JBpUS(ED
yoes Jo Aep Uig| 8y} 8lojeq 10 Uo
snp sjusw|Eisul Buluewsy "yuow
15} 8Ul jo Aep UI0} eul B1048q IO
uo uewelsul 1sL ‘000°001$ speso
X9 IeoA 9|qexe) oLy Joy AMgel| Xe}
[E301 8L} J| “JepEalaL) UOW g pue
‘tag 'pug oL Jo ABp ULOZ BUL UO BNp
sjusweISUl JBULO “Liuow Ui sy Jo
ABp LROZ 9LB 210404 JO UO ‘10 ‘UIMial
Buipy jo swn ayy 1e JusUIEISU! 1SIId

‘1esA s|qexe] Buipsosid sy Jo suonels
-do uodn peseq ‘Jeah |gexe) au Jo 250 oL Buimoloy
Uiuow Uy s jo Aep LR0Z 8L 81048 1o Uo pajy swmisy

“aulooul $s0.6 Jo %
'senUBAa J8U0 Iy (Al) "94G'0 ‘SIBLIOISNO [IB}8] O} S83IAISS 8L} $|[0S8) Jeu) pue Xe)
asioxa [aleusb s o} 108gns s| 1By} Jepiacid S801AI8S SUOED|UNWILICos|e} UBle
-101 10 eyeIsiolul ue o] Aunn ongnd e Ag seoiues suoneounuwwoosel 1o srs (1)
%S0 ‘S90IUDS 1o sjonpoad Lons s|lasad yoium AN olgnd Jayloue o} S90IAISS IO
syonpoid sl jo sleg (1) 968G ‘slebusssed Jo Jslies B Ag 8IN01 painpsyds & Uo
swiod usemiaq uopelodsuel Jo} saley JeBusssed WOl sWooU| SSOIE
(0) "6-6¢2 UoIDes sas ‘uondsoxs 104 "IeeA Jepusieo Bupsse.d 1o} se
jo ssauisng AN ongnd Wouy SWEoU| SSOID) 19N [BJaUSB—IUSWISSISSE JO UL
-ainsespy (B) 'xe] espxe [eisush Jo neil Ul sssuisng AIn dlignd—xe | Jo alnen

G¢-6E¢ 01 L-6E¢
uonoes — 6ee Jerdeun

Auedwos sonieg olgnd (9)

‘suinel Buly jo swig iy

"A|SNOBUBHNLIS PaJ)) 8IB pUB Suinlal Xel (sLwoou| sselb)
asoxe [eleust sul Uim PeIBPIIOSUCD Usaq SABY SWN}
-a) 92U Jesh 9|gexe) su Jo 950 au Bumolo) Lpuow
Uiy 8u} Jo Aep L3z U} elojeq o UO ps|y eq IsnLU LN}
-8] Uone||pUoIs] pUe ABWWNS [ehuue Uy ‘pousd [enu
-UBlWSS UoBS JO 8SOP 8U} Isye Lpucw s Jo ABp 1se|
8U} 910499 Jo Uo Ajlenuueiwes pe|y 9g Aew swnel Jesk
[B2Sl} 10 JEpuseD IUL 4o} 000'ZS PesYXe Jou sIop AN
|21 Xe} (210} 8L} USUAA Jepenb yoes o 8500 sy} Jeje
Uiuow sy Jo Aep 1se| sUy 810}8¢ 1o uo Apspenb psjy oq
Aewl swniel ‘esh [eos|) Jo Jepus(es s Joj 000 +$ Pesd
X3 Jou sI0p ANlIgRI| Xel [EI0) SU) USUAA "Luow Buimolio}
8 Jo Aep )si| 8y} 8104aq 10 U0 8np ale swnial AJYluopy

‘MINJPUCH 40 AUNoD pue AlD UL Ul 95N 0} SI2IAISS 1O

Apedoid jeuosiad s|qibue) jo sseyoind 1o uonepodw suy 1o) X2} 8sn % ¢ S,81R1S
sU} O} peppe oq | 570 Jo obieysns Aunos e ‘200z ‘| Aenuer saRdel3
‘G661 ‘L€ Jaquisosq Jsye BuINIooe SBXE} 8SN 10} BANOBYS ‘SIBIS SU) Ul 88N 10}
peseyaind Jo peuoduwl pue e1els syl episine Julod B Je Jsles pesusljun ue Agq
paulopad ale jey) fUROENUOD JO S3DIAISS JO SN[EA SUL Uo pasodu si xe) 9shn L
‘$-8E¢ PUE £-8E¢ SUonoes e8s ‘suofdeoxs 104 uonduinsuco 1o

8SN 10} | St fIelel Je sfesal 10} JI G0 seley 'e|geslidde s1isasyoium ‘papod
-ui 1o peseyoind Ausdoid jeuosied sigibuel sy jo snfea 10 soud eseyoind sl
uodn paseq si Xe} aUL 91BIS 9U1 Ul 9SN IO} 19(|9S PasuUSIUN Ue Wody paseyoind
10 pepoduw si yoiym Auedoid jeuosied s|qiuel Uo psias| xe} 8sox8 UE sI SIY]

91-8E¢ 91 L-8E¢
uonoes — geg Jeideyn

esn (g)

‘sunpas Bulpy jo swin 1y

"Jeah o|gexe) 8U) JO 850[0 L) BUIMAOIO} LAUOWI L)y
sy} Jo Aep Ui0g 8y} 8lojeq 1o UC pa|l 8q ISNLI LINI uoh
-g|[Ilouooal pue AJBLIWINS [enuue Uy ‘pousd [enuueiwes
Uyoes JO 8s0[0 8l Jaye Uuow s Jo Aep JSE| 8U} 8Io)
-8¢] 10 U0 Ajjenuueiuiss paly aq Aew suinjel ‘Tesh [easy
10 Jepusfed s 1o} 000'2S PesOXe 10U Seop ANjigel| Xey
[EJ0} U} USUAA “J19HENb yoee Jo 9SO 8y} Jeye Lpuow
au Jo Aep ise| o 210199 40 UO Ausuenb pajy oq Aew
swinjal ‘1esh |eosy 10 Jepus[eo su} 10} 000'pS pPesoxe
10U seop ANlIge] Xe} [el0) au) UsUpy  "Uuow Buimoio}
8y} Jo Aep 1SE| 8U} 81048 10 UO 8Np ale swnial AUl

‘SHUN UOREBIEA 8IBYS 8W Jo sn[eA

[E1UR) 19XEW JIB) SUE U0 pasodull S| 1B 952 £ JO XB) SUOHEPOWILIOODE JUSISUB)
s sjels ey o) Aed pue oy s|qel| ele siebeuew ue|d ‘G661 ‘| AlenuUE BARDSYT]
*SHUN S10W 10 9 10} G1$ pUB SHUN § 0} | jo Bupsisucs uonensiBal Loes 1o} 6§

o 88} sWIR-8UC & S| S10)EI8d0 SUOREPOWIODIE JUsISUB) Joj 88 uoneisiBal syl
‘9552 L 1o elel ey} 1B pesodwll S| Xel syl UOHEIPPISUCD 1O} SUSISUBI} O} paysiu
-y Apeinbai are sBuibpo) yoiym ul ooe|d Jayio 1o ‘esnoy Buiwiool uswpede oAl
-eladooo 1o sunbei Apedold jeyuozuoy ‘jelow uswpede ‘Bloy e Ag Bums| yoes
10} SABP SARNOSSUOD (g UBL} $S8| 10} Jusisuel} oUy A peldnaoc AlueLloisnd s|
yolym &3] 84} Jo ‘elins ‘Juswpede ‘wood B Jo Bulysiuing sU} U palAs| Xel B si siyL

91-0/£2 0} L-0/E3
uonoeg — /g2 Jetdeyn

Xe| SUORBPOWUIoIDY
weisuel] ()

378vAVd XVl

$1HOd3d

XV1 4O 31vd ANV 3dNsvan

(S3LNLVLS QIASIATH IIVAYH)
S30N3H343IH TvO3a1 8
X9¢L1l 40 anNDl

¢ 9beyq

2002 'k AINP 4O S WRISAS Xe L IIBMEH SUL 1O SUIRNO

48



‘s88SUBD

Aq sdwels xe) epesebio jo aseyo
-ind sy ybnoiyy pred xey epsiebin

‘sunpal Bulfly Jo swn 1y

‘Ypuow Buimoljo) sup

0 Aep 18| o)) 81048¢ 10 U0 AYUOLI 8np ele suwnley

“Jeah Yoea Jo 15| 19quiena( 240499 Pamaual 39 isnwl jeL Huued oooeq

-0} |le381 00'0Z$ B uelgo o) palinbss si spnpold oooeqo Jsuyo pue sepelebio
jo ses |elal sy ul pebebus Jaielad Aleas ‘9o0z ‘| Jequieseq Buiuuibsg
‘sexe) epele

-B1o Jo wewied 1o jooud se sebexoed spesebio [enpialpul o) sdwels xige o) paiinb
-8l ale slaeep pue sis[essjoym 020rgo} pue spsiebip ‘LoozZ ‘| Alenuer sagosyg
‘Jesh Yoes Jo 18| AInf 8lojeq pemeusl aq

1SNW pue palinbal s| asusol| Xe} 000eqol 05°2$ ¥ 2002 ‘0F Jequsidsg Jsye pue
uo plos sieleblo Jad pa o) seneseBio U Xel sy} sesesloul -GF2 UoNOeS ‘9002
‘0€ Jequisidas Jae pue uo pessassod o ‘pasn ‘plos snuebio Yoes o 38 jo s1el
xe) paxy & pue soud sessjoym su Jo 2,0t 0} lenbe sponpolid 0ooego} Jo 8sn 1o
8BS UO Xe) 851oX8 Ue Aed 1ShW ME| 8L} Ul paulsp SE S18(esp, pue SISEss|0UM,

£9-G72 O3 |-G¥T
uoRoes — G 1eideyn

oooeqo] pue spaiebin (01)

“suunpas Bulpy jo swin 1y

“ypuows Buimoljos eyl

jo Aep ise| au) 240404 Jo UO Auoul anp ale suwnley

188 YEIP UC $5°$ PUE ‘198q

Help UeylJauio 199q U £6°¢ ‘sofelonad 191000 U0 G8'¢ ‘Ul IS Lo 8E LS ‘euim
Buippeds uo g|'z¢ ‘syuids psjsip uo g6'ss ele uojeb sum Jed sejel xe} ey
X2

wioyy uonduwiexs 10} Ay UOROeS 995 UBSA Uoes jo 1S| AINM 810)eq pemausl
89 i1snw pue palinbas s| nuued xel Jonbil 05'2$ v Jonbil esn Jo (oS oym sieylo
UEH20 pue me| aU) Ul pauljop se s19/esp, uodn pasodwi xey sbeuceb e s| siyL

LE-A¥ye 21 L-avve
uonoes — Ayt Jeldeyn

Jonbr (g)

‘sunpas Bulpy jo swin 1y

“ypuows Buimol[o} sy}

10 Rep 1sB| 8L} 810484 JO UO AYIUOUI BNp ele suwinley

lBny ps
-8Ip Jo} 818l 8} Jspenb-sue ¢} [enbs s| ‘siseq Jusiuco ABlsus ue uo ‘slel XE} sl
1By os ‘|eselp Joj piepuels e se uojeb Jed snLg 000°0E) 4o enjea Bunesy Jemo|
e Buisn ‘|eny |9s2ip 0} pasedwod se spny au Jo usiuc2 ABisus U uo paseq
S| BJEl 8L} ‘S[ONy SARELLSYHE JSLIC 10} pUE ‘[8S8Ip 10} sjel sU) ssWl g8°0 -seb wns|
-oJ1ad palenbl| {[gssip 10} S1BI BLY SBLWIN 2’0 -|9S8Ipolq {|eseIp 10} slel s sewn
L0 -loUBLiaW ([@ssIp 10} 8.l 9U) SBW S |0 -[OUBLIS (SMO(IC) SE S|9N) SARRUIS)
-[e Jo o2 ABisus aui 1o9jel 01 paisnipe s1 Xe) BN} aW ‘002 ‘| AINr 9AneaL3
‘pesod

-W| osle S| 1esn pus o Js[esp |elal & 0} JIoINgUsp & Ag plos pnpoid wnsjored
jo |eueq e jo ued [euonoel) e o [eueq ad 36 Jo xe| esuodssy [BlUSLILOIIAUT Uy
‘peMeAS] [UN PIBA SJE S9SUSIIT "PesSU80l| 89 pue Jeisibel

0} paiinbal ale sIoINQUISI] 98- WO Uo pawie|o ag Aew sAemybiy oignd suy
uodn pejeledo jou seulbus UOKSNGLIOD [ELLSIUI PUE S8IUSA J0JOW 10} pesn s|en}
aanewsie pue ‘sAemybiy signd su) uodn pajelsdo 10U SBPIUSA 10JOW 10} pash
Jlo jesalp ‘sAemybiy olignd sy uodn peielade 1ou Juswidinbe [eimnoube 1o} pesn
jany pnbi| Jo spunjey ge-Al Wlod ‘ssreaien uondwsex3 ysiuiny sseseyoand y
S|8N} BAIJEUIS)E UO X} 8L} PUE |IO [9S8Ip UO Xe} [euchippe suy Aed o} psiinbai jou
ale Asy ‘Jonamoy ‘shemybly ongnd syl uodn sspiysa Jojow slelado o} pash |0
Jesalp uo uo|eb Jad $g g 01 #3°cZ Wl saxe] euonippe Aed ‘os|e ‘BuioBaioy sl
uey Jeyio sjeny pinbi| uo uojef Jed 5EE Ol $8°G WO, PUE ‘S[en) 9ANRUISiE Uo
uo|ieb Jad mojeq panoads setel SUL Je pue auIbus UONSNGUOD [BLUSIUI Ue JOo uone
-18do Io} sjeny eneLls)e uo uojeb Jad 35z ‘pauysp se ‘Apjioey Bupeisush-lsmod
B Ul 8sh 1o} plos |any euyydeu Jo uojeh 1ed 3| ‘1o [eselp uo uoleb Jed 3z [epul
ue ‘|len} uonene uc uoyeb led 3z Aed o) paiinbal sie ‘psuysp se ‘sioNquisig

9L-E¥2 01 L-EFC
uonoeg — £t 1eideyn

fend (g)

378vAVd XVl

$1HOd3d

XV1 4O 31vd ANV 3dNsvan

(S3LNLVLS QIASIATH IIVAYH)
S30N3H343IH TvO3a1 8
X9¢L1l 40 anNDl

¢ obed

2002 'k AINP 4O S WRISAS Xe L IIBMEH SUL 1O SUIRNO

49



“sjusweers Buiy jo suin iy

“18LOISSILILIOS @dUEINSU| 8UL LM | Uolepy
81048q 10 U0 8NP S| JUSWBIEIS X8| [enUUy PBrIsoE Xey
oL} Yoluym Ul Jepenb aur Buimolio) LRUOW JEPUSED 8L} JO
Aep 1se| 8U} 810}8Q 10 UO 8Np S| JUsLIslels Xe} Apsueny

"18)deys s|u) lapun psjos|o9 S8XE} Jo sjunowe
|le uciexe] Jo Joweld sul 01 uodsl 0 paiinbal S| OUM JBUDISSILULLIOYD SoUBINSU|
s Ag pe199I00 XE} 9L} PUB paiisiuiLpe S| me| siyL ybisiaac AuoyeinBal sielo
-2} 0} }IP8IO Xe) % | & SI 818l ‘AlEenb oym SI8insul O] "9%G9Z v ‘@OURINSU| J8Lp0)
pue ‘uoid Bupuamispun ssoif Uo 46778 ‘BULBl UEBd)) ‘9%489'p ‘seur snid
-INg (9467 2 ‘eouRInsy| &) :seley xel Ausdoid jeuosied siqibuel jo diysisumo
10 osn ‘eseyaind ey uo sexel pue xel Auedoid 1deoxs sexel e 1o nel U] lem
-2H Ul uspum swiniuleld uo peseq (sisjumispun) seiuedwiod souURINSUl UO XB|

60&-L-tE¥ O LOC-L-LEY
uonoes — et Jerdeun

swiniweld saueinsu| (y1)

‘suunpal Bulfly jo swn 1y

“Japenb pod
-8l sy} Bumelio} yiuow syl Jo Aep 1se| syl @10jeq 1o Uo
paly 99 isnw Uodal sy ,Hodey uswssessy Buiuel
pue juswholdw pue uopnquiuoy ‘sbeps Apspent),
‘gg-oN wlo4 1wgns sisAojdws ‘siseq Aldsuenb B uQ

"£9-E£8€ UoNss Aq paleds se pun) salessl sjenbape syl mo|

-8q |[e} Jou ssop puny isrul Juswidoidwsun au) jo soueleq syl se Buo| 0s ‘000°ELS
18 195 U9sq sey 0L0Z PUB ‘6002 ‘800¢ JeaA JEpUSED Jo) 9seq Xe} syl :Q1oN
‘puny 3sruy JuswiAoldwisun sy} o1 Bupnguiuos sisfojdwse Aq pspod

-8l sebem [enuue sBelone s81e)s U} JO 9,00} Siussaldel sseq xe) sy 8seq
Xel, oL pa|leo sshojdws ue o) pled ssbem uo Xe) syl jo uopelwl| B S| s18yL
‘% 1'G UBL} SS8| PUB %000 UBU) Jeleslf selel uonnguiuco soueinsul jusw
-fordwiaun yum syun Buidoidwe (e o) ojqeoidde si wuswssasse | 9 3 Ul 9% L0
SI Xe} [eUonIppe siLy Joy spel ebejusoled sy] ‘esfdojdws ue o} pred sebem sjgexe;
uo Juswissasse puny (] % 3) Buluren pue Juswiolduls [euolppe Ue os[e sI 818y
"9’ G UBLL Jstealb 1o 9,000 UBL) SS8| }oU S| 8jel uonng

-uuoo s Jafojdule Uy "pund 1snil [N eul Jo UonIpUOa syl uo Bupusdep siqeordde
S| S9INPaYS UORNQUIUCD § 4O | JBA yoed "walsAs 9INPILUDs UORNLILUOD-NW
e 0} Buipiodde psulIslep | sjel xe) juswAo|dwsun sy ‘suohdwexs uepsed
yum seadodws aiow 1o | yum spun Buifojdwes Aq pred ssbem uo xel e s| siy|

9/1-£8E O} | -£8E
uolwes — g8t Jeideyd

[ouBINSU|
wswdho|dwsun (1)

‘suunpas Bulpy jo swin 1y

“1eef 9|qexel au} Jo 9800 aU) Buimolo} Luow
Uiy e Jo Aep LA BU} 210494 40 UO PR Bq ISNLI Winy
-8l UORel|pUodsl pue ABWIWNS [Ehule Uy ‘pousd [2nu
-UB|WSS oS JO 8S0[0 8yl Jaye Ljuow su Jo Aep 1se|
8y} 810187 10 U0 Ajlenuue|wes pejy og Aew swniel Jesh
[EOS} JO JBPUIED B IO} 000'2S Pe9OXe Jou seop Al
-liq1| Xe} (210} 8L} Usyf 1epenb Loee Jo 8sojo eLj} Jee
Uiuous aL Jo Aep 1se| sy} 8lojed 1o uo Apspenb pajy eq
ABW SWNial ‘1B8A [20S)) IO JepuUs[es syl 10} 000 ¥4 peso
X9 J0U s90p AH|IGel| Xe} [EI0) 9L} USUA "UIUoW Buimolic)
aU} Jo Aep 1SE| 9U} 210494 10 UO aNp ale swmal Ao

‘poses| 1o pajusl S| SPIUSA JOOW [epus)
B 1eu} Aep e Jo uoilod Aue Jo Aep B z§ ol Xe} sbieyoins sjo1ysA Jojow [ejusl U}
S85B8109P ‘Z00¢ IIBMEH JO SMET UOISSES ‘852 12V ‘8002 ‘| Jequsides eanoey3

*99} Uonensibal 0gg swin-auo B s| 219y Joyerado
8[91ysA N0} 8L} UO peIns| sI xe) sy Alobejeo jees 1ebusssed Gz 0} g sy} Ul sy
-8A 1no} Yyoee Jo) ypuow 1ad GLg pue Alobsjes Jeno pue jess Jsbusssed gz sy Ul
saIyaA 1IN0} Uyoes o) Lpuowl Jad 693 Jo xel sBleyoins sjo1ysa Jnol e ose si aIsyL
"J0SS9| 8} UC PRIAS| SI XE} SU| 'PeSEs| Jo pejusl S| S|21UsA JoloW (el B jely)
Aep e jo uood Aue Jo Aep e g4 jo xe} afieyoins IPIYSA JOJOW [EjuRl &SI a1ay]

GI-+G2 01 16T
uopes — |gz Jerdeyn

xel
ableyolng sPIYsA INOL pue
aRIyeA Joo sy (21)

‘uopoRSUEl 8|gE

-xe} au} Jeye sAep 06 uey) Jepe| ou
ing ‘sleoymen syl Buly jo swn 1y

‘soouehoA
-u09 1dwiexs ufeHad o} Pall 9q ISNW Xe} soueAsAuU0D
aU} wiol} uondwexs 10) WIEP B ‘UOIOBSURI} B|(EXE] E 18)
-je sAep 06 UL SeouBAsauo) jo Nesing s 1 usw
-NOOP BUL UM Pa)j 8 1SNW 80UBASAUCD JO BIBOIILSD W

('pardwisxs sle s8oURABAUOD UIEH&) JO SIUSWINIOA)

1s1eaib 10 000'000° LS Jo enfea e yum seiuaderd 1o 00 1g Jed 35 (8)

puUe ‘000°000°1$

ueLp $$9| INd ‘000°009$ 1582 1B Jo eneA ' yum seadoid Joj 00Lg 4ed 952 (2)
‘000°009% UeLp $$8| Jo 8nfen & yuw seiuedoid 104 00 1% Jed dG) (1)

'SMO|[o} S pasodul s| xe) eoue

-Asauoo sl ‘xel Ausdoid ue ucndwiexs sJeumeoswoy Aunoo e 1o} a|qiblleu si
Jgseyoind auk UoIum 104 souspIsal Ajwey 91buls JO WNIUIWOPUOD B Jo 9jes AU 1o
1ejeaib 10 000°000° LS 40 enEeA & U seiuadord 104 0oL 1ed Bog (€)

puUE ‘000'000° 1§

uey} ss8| INg ‘000°009$ 1seS| 18 Jo anea & yum ssiuedoid toy goLg Jed 20z (2)
‘000°009% UeLp s$9| J0 enfeA & Ui seiuedeld 1oy 001L$ Jed 9oL (1)

$Moj0) s posodul s1 Xe) 20UeASAUCD SUL ‘5002 ‘I AINe 9ARvauT

“uooESURI) 8|gEXe) OBS U0} XE] |§ wnwi

-uly “pred aq 0} 1o pled uonelspisuod |} pue [enoe sy Uuo paseq s| pue Apedold
|ea1 Ul 3saueil Jo diysisumo Buulsjsuel} sjuswinoop e uo pesodwl si xel siyL

€h-L¥2 01 L-LbE
uonoeg — £ 1eideyn

soueAsauo) (11)

378vAVd XVl

$1HOd3d

XV1 4O 31vd ANV 3dNsvan

(S3LNLVLS QIASIATH IIVAYH)
S30N3H343IH TvO3a1 8
X9¢L1l 40 anNDl

+ abed

2002 'k AINP 4O S WRISAS Xe L IIBMEH SUL 1O SUIRNO

50



ADMINISTRATIVELY ATTACHED ENTITIES

COUNCIL ON REVENUES

Paul H. Brewbaker, Chair
Jack P. Suyderhoud, Vice Chair
Carl S. Bonham
Vito Galati
Michadl K. Hirai
Pearl Imada Iboshi
Eric K. Yeaman

20052007 TAX REVIEW COMMISSION

Isaac W. Choy, Chair
Ronald I. Heller, Vice Chair
Carolyn L. Ching
Christopher J. Grandy
Melanie King
Lon K. Okada
John W. Roberts

BOARDSOF TAXATION REVIEW

FIRST TAXATION DISTRICT
(OAHU)
Michael J. Choi
Maria Joan Lowder
Dick Isoo Oshima
Manoj P. Samaranayake
Alan Mun Leong Yee

THIRD TAXATION DISTRICT
(HAWAII)
loanaD. Agasa
Michael Chang
Dwayne Stephen Lerma
Lynda Q. Shaw
Carol P. Weir

SECOND TAXATION DISTRICT
(MAUI)
Alan K. Bernaldo
Carol Ann Burdick
William Francis Dailey
Patrick L. Ing
Ronad A. Kawahara

FOURTH TAXATION DISTRICT
(KAUAI)
Sandra L. Day
Ronald William Peeren
Albert W. Stigimeier
Matt H. Takata
Vacant
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